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1.0  Executive summary

Tanzania has along history of producers organizations, dating back to 1925.
Following independence and the creation of the “Ujamaa Movement”, the number of
producer organizations (POs) grew rapidly until nearly al smdl-scae farmers were
members. At village-leve, there were Primary Societies. Above them was a second
tier of organizations called Cooperative Unions. At nationd levd, there was a nationd
federation of cooperative unions, crop marketing boards for the export crops and
parastatal processing industries for domestic products. In contrast to the pre-
independence organizations, the POs that were created during Ujamaa were initiated
and controlled by the state.

Although this system has been collgpsing for many years, the remnants continue to
affect any new initiatives to develop farmer owned producer organizations. These
remnants include a heavy government structure in the form of the Ministry of
Marketing and Cooperatives, complex registration regquirements and the continued
existence of the export crop marketing boards. Some Primary Societies and
Cooperative Unions continue to exist, but most are inactive, due to debts and lack of
working capitdl.

There are a'so more vibrant, newer Cooperative Unions that are registered under the
same laws as the older structures. These include the Savings and Credit Cooperatives

or SACCOs, of which there are more than 1,000 with 142,000 members. The SACCOs
are bringing financid servicesto rurd aress, especidly in high potentid aress, and

many donors are supporting them. This study aso describes Cooperative Unions that

are active in the dairy and specialty coffee subsectors. Forthcoming legidation, caled
“The New Cooperative Act”, attempts to create a framework for farmer managed POs,
but it fill retains alarge role for government.

Even though the state run system of cooperatives has collapsed, many smal-scale
farmers see economic benefits in working together. Throughout Tanzania, this study
estimates that there are more than 6,000 active POs, with atota membership of about
250,000 farmers. A tota of 44 projects that support or promote POs were identified,
with annua funding estimated at $76.5 million. For purposes of anayss, programs
were divided into six broad categories.

Providers of businesstraining services to POs

Providers of financia servicesto POs

Providers of technica and extension servicesto POs

Organizations linking POs together for advocacy and policy formulation
Providers of group development and governance training

Organizations linking POs to markets

More than 60% of the $76.5 million is coming from mullti-latera organizations,
including the World Bank, the International Fund for Agricultura Development (IFAD)
and the African Devdopment Bank. The mgority of thisfunding isin the form of soft
loans, and the programs are being implemented through the government. The mullti-
lateral programs tend not to focus on linkages between POs and the private sector.



In the pagt, the Netherlands has been one of the biggest supporters of PO activities that
involve the private sector. However, with their new emphesis on basket funding,
support to these initiatives is being reduced. With the reduction in Dutch funding,

USAID is emerging as the most important donor for programs that link POs to
domestic and international markets.

These programs to support linkages between POs and the private sector dovetail with
initiatives by agribusinesses to establish out-grower schemes for the production of high-
vaue commodities. The study identified 47 companies that are working with POsto
produce a diverse range of productsincluding flower seeds, organic cotton, dairy
products, specidty coffee and paprika.

This study has validated the idea that producer organizations represent away forward
for amdl-scde Tanzanian farmers. With the breakdown of the cooperative movement,
many farmers face serious problemsidentifying the best cropsto grow, ng
Inputs, getting extension advice and marketing their crops. As USAID moves forward
with a program to promote and support producer organizations, there are anumber of
strategic issues which will need to be addressed:

Programs that support POs range from those that focus on training POs to
operate businesses that can market arange of products, to those that help
agribusinesses organize POs to produce a specific crop. Muti-functiona POs
may require more training, but are likely to be more sustainable over the long
term.

Designing a program that involves women and lower income farmers will be
chdlenging, snce amgority of PO members are men and producers of high-
vaue crops tend to be more affluent than producers of domestic crops.

Generdly, programs begin by focusing on one or two of the functiond areas
described above, but add on other components as they identify new needs on the
part of their beneficiaries. A more comprehensive gpproach during the design
phase would result in stronger programs.

To achieve sgnificant impacts, programs will require strong extension forces.
This has been the case in other countries, and lack of field staff is a congtraint
that was mentioned by al the current USAID partners. This extension staff
could be project staff or seconded government staff, and the current partners
have had good experiences with both approaches. Baancing the need for a
srong field presence with alimited budget will be achdlenge.

The spread of HIV/AIDS is a chdlenge that affects adl of Tanzania AsPOs
increase linkages between rural and urban areas, efforts will be needed to
educate POs members about the risks of AIDS.

It should be relatively easy to monitor income gains by POs, because strong
POs will be andyzing their business activities and producing profit/loss
satements. Measuring income gains by the population as awhole, as aresult of
PO activities, will be much more difficult and require sophisticated surveying.



2.0 Introduction

This study is designed to assst USAID Tanzaniain developing aten year Strategy to
increase economic growth in rurd aress. This strategy will focus on agriculture,
because 98% of the households in rurd areas earn their living from agriculture and the
sector generates 45% of Tanzania's GDP.

More specificdly, the strategy will seek to develop financidly viaole, democraticaly
managed producer organizations (POs) in pursuit of economic growth and democracy
and governance objectives. In Tanzania, and esawhere in Africa, POs have achieved
these objectivesin avariety of ways.

Increasing the bargaining power of farmers through collective crop marketing
and input purchasing

Allowing farmersto effectively advocate for policy changes and participate in
the decentrdization of Government services

Facilitating the introduction of new technologies and production techniques

Linking members to new markets through out-grower schemes and new
paradigms such as internationd fair trade and organic markets

Facilitating access to financid services, by reducing transaction costs and risk
of default through group guarantees.

While these benefits accrue primarily to the members of the producer organizations and
their families, there are spillover benefits for the population a large. For example:

PO members tend to be the first adopters of new technologies, because they can
access sarvices from Governmental and non-Governmentd sources. By acting
asarole mode, POs can accelerate the spread of new ideas among more risk
adverse members of the society. POs can aso be a source of new technologies,
like new varieties of planting seed, which they may sdl or trade with neighbors.

The most important activity for many POsis crop marketing. This often crestes
new markets for non-membersin the same villages, and provides competition
for itinerant traders.

POs often take a leadership role in the community, advocating for commund
resources such as schools, clinics or road works. There are numerous examples
of POs using their own resources to repair community property, such as access
roads. POs may aso lobby for changesin Government policy which benefit the
entire community.

The need for strong producer organizations to address these problems in Tanzania can
clearly be seen in the most basic agriculturd gatigtics. Seventy percent of the farmers
in Tanzania cultivate less than one hectare. Yiddsfor any given crop are only 20% to
40% of the potentia. For example, maize yields have averaged 1.4 tons per hectare for



the past 15 years. At thisleve, many families can barely produce enough caoriesto
feed themsdves. Low productivity is caused by alack of inputs, such asimproved seed
and animd traction. However, these farmers are caught in avicious cycle, because
even if they produce a marketable surplus, they tend to sdll their cropsindividualy and
receive low prices from itinerant traders.

The remaining 30% of farmers, who cultivate larger areas, produce most of the cash
crops such as coffee, cashews, cotton, tobacco and tea. Even these farmers, who tend
to be better off, have trouble accessing inputs and marketing their crops. Returns for
coffee and cotton producers have falen sgnificantly in recent years, but few farmers
have managed to switch to more lucrative crops, or increase quality to get better
returns.

Building a strong PO movement in Tanzaniawill be difficult, due to the problems that
have occurred with the poorly managed, non-democratic primary societies and
cooperative unions established by Government. It isimportant to understand the
history of the past 40 years, both to avoid these problems in the future and because
farmers opinionson any sort of collective activities are mixed.

Thisreport is abroad survey of past, present and future producer organization activities
in Tanzania, and an assessment of the environment in which they operate. It is based
on aliterature review and interviews with informed persons from the Government,
NGOs and the private sector. These interviews were supplemented by field vigitsto
producer organizations in Morogoro, Dodoma and Arusha regions.

Despite the number of producer organizations in Tanzania, the researchers found it
difficult to obtain concrete data on the numbers of POs and the financia benefits that
PO members are achieving. Thislack of data pointsto alack of busness skillsamong
the POs themsalves and a lack of rigor among the various NGOs and projects that are
supporting POs in the area of impact monitoring.

The survey found more than forty projects and organizations that are directly or

indirectly supporting or promoting producer organizations in Tanzania (Annex 1).
However, few if any, of the programs are taking a comprehensive approach, or
integrating their activities with other programs. Based on the interviews and
experiences e sewhere in Africa, the researchers have identified six key skills or
servicesthat producer organizations need for success. These are businesstraining,
financial services, technical and extension services, ability to advocate and lobby,
group cohesion and governance and linkagesto reliable markets.

Taken inits broadest sense, the term “ producer organization” covers any group of
producers, whether they are farmers or processors. The gods of such an organization
could include anything from collective production and marketing to provison of

financid servicesto accessing extension information. To avoid confusion, the

following section contains definitions and characteristics for various types of
organizations, aswell as synonyms that are used by Government, NGOs and the private
sector. Some of these terms have higtorica connotationsin Tanzania, such as
“Cooperative Union”. Other terms, like “Depot”, are used in other countries,
specifically to avoid negative connotations associated with terms like “ cooperative’.



21  Sometypesof producer organizations
Extension or commodity group

A Hf-sdected group of farmers producing the same crop, in the same geographic area,
who join together to share labor or receive extension services. Typically these groups
are not formally organized or registered, but there may be aleadership structure. Ten to
thirty membersisatypica size, but this varies depending on the crop. Extension

groups are dso common in other sectors, epecidly hedth, where they are used to
transmit health messages.

Some NGOs work with groups of women called “nutrition groups’. Members of these
groups often grow vegetables or produce cooking ail, which can ether be sold and used
to improve household nutrition. NGOs have successfully worked with these groups to
introduce the idea of feeding babies weaning food enriched with cooking oil or

legumes.

Some extension groups are linked to a certain company or commodity, in what is caled
an “out grower scheme’. In these schemes, companies provide inputs, and sometimes
extenson services, to smal-scae farmers who produce crops for them. The inputs are
provided on credit, which isrepaid at the time of sale. In Tanzania, tobacco, tea and
sugar, aswell asminor crops like paprika, flower seeds and safflower are being
produced on an out-grower basis.

Farmers association

Thisisasdf-sdected group of farmers, who engage in collective business activities.
Maost commonly, the businessesinvolve collective marketing, where a greater volume
of agiven crop iseaser to sdll or worth more. Other businesses undertaken by
associations can include retailing of agricultura inputs or collective production. Indl
cases, the group members themselves salect the business ventures they are going
undertake. Business planning and other training may complement the groups
initiative. Farmers associations typically have ten to thirty members, usudly from the
samevillage. They may be formaly registered or not, and they have aleadership
Sructure and condtitution. In Tanzania, associations are formally registered with the
Minigtry of Home Affairs, athough many have not gone through this process.

Water User Associations (WUA) are a specific type of association, typicaly congtituted
to manage an irrigation scheme or other water resource. These organizations alocate
irrigated land and divide the water among members. They may become involved in
crop marketing and input provison. WUAs are particularly prevaent in Arumeru,

L ushoto, Mwanga, Iringa and Mpwapwa Digtricts, where there have been large
irrigation schemes for many years.

Theterm “Agricultura Marketing Cooperative’” or AMCO has been used by
Government to describe this type of organization and distinguish it from a Primary
Society or Cooperative Union. Even though these POs are registered with the Ministry
of Marketing and Cooperatives, they are more like farmers associationsin other



countries, focused on collective marketing. There has been discussion about making
thisalegd term, but to date this has not been done.

Other types of associations

Tanzania has numerous associations related to agriculture, such as food processors and
trangporters. In some cases, the god is have a greater voice when dealing with
Government, while in other cases the associations purchase inputs collectively or work
together in other ways. These associations are dso registered by the Ministry of Home
Affars.

There are dso natura resource management and user groups. Recent changesin laws
related to wildlife management have made it possible for community groups to control,
and benefit from, resources like wildlife and timber. These groups, known as
Community Based Organizations (CBOs) will be able to sign contracts with hunting
and safari companies, after they have been licensed by the Wildlife Divison. The
licensng process involves the development of a Participatory Land Use Management
(PLUM) plan and abusiness plan. Becoming licensed could be alucrative opportunity
for associations located in wildlife management aress.

Primary Societies

Thisisauniquely Tanzania term that was coined during the “Ujamad’ movement.
Primary Societies are generally crop based and include dl the producers of a given crop
inagiven village. In some cases, the Primary Societies handled more than one crop.
Previoudy, farmers were required to sdll through the Societies; however, thisis no
longer the case. Mogt of the Societies are now defunct, although some il function.
They are registered by the Ministry of Marketing and Cooperatives.

Second Tier Organizations (Depots, Foras and Networks)

A second tier organization made up of representatives of farmers associations. The
god of this aggregetion isto increase power, ether for lobbying or collective
marketing. Elsewhere in southern Africa, a depot typicaly conssts of 10 associations
and about 300 members. Under Tanzanian law, these would be registered as
asociations by the Ministry of Home Affairs.

In Tanzania, the second tier organizations have been caled Cooperative Unions (CUS)
and registered by the Ministry of Marketing and Cooperatives. The CUs are nationa or
regiona and focused on specific crops. They are usudly verticaly integrated, and
previoudy had amonopoly on buying, sdling and processing their crops. Most CUs
are now defunct, dthough the Government is making efforts to revive CUsin the coffee
and cotton sectors. In Tanzania, above the unions are the crop boards for each of the
main export crops and the National Federation of Cooperatives

Apex organizations



Thisisanationd or regiond organization typicaly made up of, or representing, second
tier organizations. If the god of the organization istraining or advocacy, they would be
registered as an NGO. If the god is crop marketing, it might be caled a* Producer
Owned Trading Company” or POTC and registered as alimited company or
cooperative union. Since CUs do not pay income taxes, this may be the most beneficid
option. To our knowledge, there have not been any POTCs formed by Tanzanian
farmers. Elsewhere in East and Southern Africa successful (and not so successful)
examples of POTCs can be found. In Tanzania, the crop marketing boards are gpex

organizations for their crops.

Rotating Saving and Credit Associations (ROSCA)

The amplest financid indiitution is a Rotating Savings and Credit Associaion
or(ROSCA) group. In Swahili, these groups are known as “Upatu’. These groups save
their own money and then lend it out to each member of the group in succession. Often
farmers associations begin ROSCA groups to generate resources for their own, or
association, needs.

Savings and Credit Cooperatives (SACCOs)

Since their creation by the Banking and Financid Services Act of 1991, SACCOs have
become the main financid inditution in rural areas. They are voluntary and

autonomous savings and credit indtitutions, which are owned and managed by
members. Savings are generdly emphasized over credit, dthough numerous SACCOs

operate as credit schemes attached to Primary Societies or the newer Agricultura

Marketing Cooperatives. An extensve study of rural SACCOs, done by the
International Alliance of Cooperatives (ICA) in 2001 can be found at:

www..i caroecsa.coop/Documentati on/Cd/Ruratanzanial SACCOl tz.pdf

This table shows the rapid growth of SACCOs that has occurred over the past few

years!
Number of Number of Value of Deposits Loansissued
SACCOs members shares (billion (billion TSh) (billion TSh)
TSh)
2000 803 133,100 5.6 84 115
2001 927 137,300 6.6 8.6 124
2002 1,035 142,700 6.6 87 12.2

SACAsaeardatively new type of MFI, created in 1997 as an dternative to the

Savings and Credit Associations (SACAS)

SACCOS. SACAs are regigtered by the Ministry of Home Affairs, and most are found
in southern regions. SACAs tend to offer fewer services than SACCOs and are easier
to register. Some groups register first asa SACA and later to become a SACCO, as
they are able to meet the regigtration requirements.

! Public Expenditure Review for the Agricultural Sector 2002/03




3.0 Tanzania’ s past involvement with producer organizations

Tanzania has along history of producers organizations, dating back to 1925 when the
Kilimanjaro Native Planters Union was formed by smdl-scale coffee producers. This
union was renamed the Kilimanjaro Native Cooperative Union (KNCU), and is il in
exisence today. Other early cooperativesincluded coffee-based cooperativesin Mbeya
and Kagera and cotton+based cooperatives around Lake Victoria.

These cooperatives were tolerated by the colonid authorities, aslong asthey did not
run into conflicts with European growers. In some cases, the authorities engineered
changes in the cooperative leadership, to create “more cooperative” cooperatives.
Although these early cooperatives were formed by farmers and generdly popular, there
were disputes between the farmers and their leadership. In 1936, British troops were
cdlec; in to put down riots by members of KNCU over nonpayment for their coffee
crop.

Tanzania became independent in 1961, and for the first five years of nationhood,
Government policy was aimed at consolidating the colonid production and marketing
system. This conssted mainly of subsistence farmers, with anumber of small-scae
producers of export crops like coffee and cotton. Most other cash crops were produced
by European-owned estates.

Post-independence, the Government encouraged the formation of more marketing
cooperatives to counter the strength of Asan traders in the market place and increase
production of export crops. During this period, the cooperatives engaged in the
standard practices of input provison and bulking up crops for marketing. The cotton
unions had popular support among farmers because they established independent
weighing gations. These stations enabled farmers to check the weight of their cotton
before sling it, and thereby avoid unscrupulous buyers who had tampered with their
scales.

The system functioned fairly well, because the cooperatives were independent from
Government, and marketing functions were performed by the private sector.
Membership was voluntary and leaders were democraticaly eected. To increase
production, the state began to provide these cooperatives with subsidized inputs,
indluding improved seed, fertilizer and pesticides®

In 1967, the Government made the “ Arusha Declaration”, which placed the entire
country on the path toward “Ujamad’ or sdf-reliance. In the agricultura sector this
meant:

Collectivization of agricultural production in planned villages. This often
involved forced didocation in order to achieve more efficient production.

2 Agricultural Marketing and Development Program, IFAD, 2002

% Limping towards a Ditch without a Crutch: The Brave New World of Tanzanian Cotton Marketing
Cooperatives, Peter Gibbon, 1998



Large subsidies for fertilizer, pesticides and improved seed, using technology
and ideas from the green revolution

An dimination of taxes on agricultura products

Egtablishment of the Primary and Regiona Cooperatives, which had a
monopoly on crop purchasing and marketing. These were often formed by
Government gtaff, rather than farmers, and they paid uniform prices across the
country. Pricesfor staple commodities, like maize, were often set below market
rates.

A god of nationd food salf-aufficiency
Extremey high levels of taxation on private farms and processng companies

Nationalization of most estates, plantations, import and export businesses and
food processing plants. The largest food processors became the National
Milling Company (NMC), while the largest exporters became the Generd
Agricultura Foods Exporting Company (GAPEX). These companies, dong
with nationa companies dedicated to the various cash crops, became the third
tier in the system of Primary and Regiond Cooperatives.

By 1976, there were 1,300 Primary and Regiona Cooperatives, covering nearly all
crops and geographic areas. The rapid expansion of the cooperative system led to
problems of mis-management and fraud. In many cases, crops were collected from
farmers who never received payment. Thisled to adeclinein production, which isonly
now turning around for some crops.

Alsoin 1976, the Village Act was passed, which gave dl registered villages the legdl
satus of cooperatives. Therefore, al their inhabitants automatically became members
of the Primary Society. By taking away the sense of ownership felt by members of the
original cooperatives, the Government removed the farmers' incentive to control the
actions of the management sructure, who were indaled by Government. Eventudly,
the number of Primary Societies rose to 4,778, each with an average of 135 members.
The Government built storage facilities, or “go downs’ for each of the Societies. These
warehouses are one of the few concrete assets of the societies, although most arein a
poor state of repair today.

Alsoin 1976, the Regiona Cooperatives were abolished and replaced by Crop
Authorities, which were semi-autonomous organizetions managed by the Ministry of
Agriculture for each export crop. The Primary Societies sold their crops directly to

Crop Authorities (for coffee, tea, cotton, cashew and tobacco) and to NMC, GAPEX or
other parastatal companies. These authorities still exist today, athough they have lost
their monopoly status.

In 1982, the New Cooperative Act (the first of several New Cooperative Acts) was
passed, which re-established the second tier of Regiona Cooperatives, which were now
caled Cooperative Unions, because they were made up of the Primary Societies. A



total of 48 Cooperative unions were formed, covering al the regions and domestic, as
well as export crops. Despite the renaming of the Regiond Cooperatives, the same
problems of mis-management and lack of trangparency continued.

During this time, the Unions expanded ragpidly, making many dubious investments
unrelated to their core business. For example, Nyanza Cooperative Union (NCU) based
in Mwanza, operated 10 cotton gins, asits core business. By 1992, NCU aso owned 4
oil mills, 2 rice mills, 29 retail shops, 3 hogtels, a bag factory, an ox-cart factory, 4

cotton production farms, and atransport fleet.* The management of these empires
combined with alack of transparency and faling prices for cotton and other
commodities, led to the nearly complete demise of the Unions by the mid 1990s.

Aswith the Regiona Cooperatives, the Cooperative Unions often took ddlivery of
crops without paying the Primary Societies, who in turn paid the farmers with chits that
were never made good. Thislegacy of non-payment has made farmers extremedy wary
of any marketing scheme that does not involve cash on ddlivery.

Due to the costs of operating many inefficient parastatd companies, and the large
subsdiesfor inputs, the Government’ s budget deficit grew rgpidly. This caused an
increase in inflation from 3% in 1971 to 49% in 1975. Because farmers were receiving
poor prices, or not being paid at al, production stagnated, despite access to subsidized
inputs. From 1991, the Government took steps towards liberalization which included:

According to the 1991 Cooperative Act, membership in Primary Societies
ceased to be mandatory and free of charge, and instead became voluntary and
required the purchase of a share (normaly costing 500 TSh). This returned the
principles governing society membership to their pre-1970s status.

In practice it was estimated that only about 10% of the farmers bought shares,
because by the 1990s, most farmers were seeing few benefits from the societies.
Thaose farmers who did buy shares tended to rlatively well off, and did soin
hopes that they might receive subsdized inputs if they joined.

Allowing private companies to process and export agricultura products.
However, some commodities remained under state control. Even today, coffee
must be sold at the Mashi Auction, and cannot be exported directly.

Sdling off some parastatal companies and closing down others.

A re-impostion of loca and centrd taxes on agriculturd products. These are
levied by the crop authorities and digtrict government for each export crop.

Stopping the practice of setting farm-gate prices and iminating the fertilizer
subsidy. However, the Nyanza Cooperative Union continuesto offer artificidly
high prices for cotton, by usng soft loans from Government for working capitdl.

*1bid

10



Alsoin 1991, the Government passed the Banking and Financid Ingtitutions
Act, which dlowed the establishment of private banks. The Bank of Tanzania
was given the role of regulating and supervising the private banks. Today, there
are 27 financid inditutions registered with the BOT. Thisincludes nationa

banks (dl based in Dar es Sdlaam) and community banks, which by law must be
based outside of Dar es Sdaam. Community banks offer al the services of
national banks, but the capita requirements are reduced to 50 million TSh.
Examplesincdude MuCoBain Mufingaand Kilimanjaro Cooperative Bank in
Moghi.

In 1997, the Government published the Agriculturd and Livestock policy, which
marked the beginning of the current policy environment. Key features of this policy
are:

Liberdization of dl agricultura markets

Removd of Government monopoalies on import of inputs and export of
agricultura produce

Withdrawd from agricultura production by the Government

A shift from a drategy of agriculturd sdf-sufficiency toward pursuit of food
Security

Adoption of anew land policy dlowing for legd land tenure based on
customary law.

However, despite moves towards liberaization, the Government has remained heavily
involved in export crops, through the semi-autonomous crop broads. These boards,
which are gppointed by the Government, have the power to levy taxes and impose
regulations for their respective crops. Although the boards do support research on their
commaodities, on the whole they are regarded as a congtraint to the growth of
agricultura exports.

4.0  Current interventions in the devel opment of producer organizations

The system of Primary Societies and Cooperative Unions continues to exist, dthough
by the Ministry of Marketing and Cooperatives own reckoning, 1,127 of the 4,887
Primary Societies and dl but two of the Cooperative Unions were “dormant” in 2003.
Out of these, only about 250 Societies are paying their annua feesto the Registrar of
Cooperatives.

Whatever ther officid status, the mgority of the Primary Societies are unable to fulfill
their main function of crop marketing because they lack working capital and have no
capacity to search for markets outside of the Cooperative Union system.

The two active cooperative unions (KNCU and NCU) are embroiled in legd battles

over past debts. For example, the Kilimanjaro Cooperative Bank is currently
attempting to sell a plantation owned by KNCU, which KNCU used as collaterd for a
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$500,000 loan in 2000 that was never repaid. Long time residents of the plantation
have thwarted the sdle.

Despite these problems, efforts are underway by the Government to recepitdize severd
Cooperative Unions, including KNCU, KCU and NCU, with new loans for crop
purchases. KNCU and KCU have successfully exported organically certified coffee,
with assistance from the EPOPA project. These unions are dso providing their
members with training on the prevention of HIV/AIDS. These forward looking
activities give hope that these unions may emerge from their problems.

NORAD is supporting the reviva of the cooperative movement with a program cdled
MEMCOOP. This project, which supports the Cooperative Collegein Moshi, is
retraining members of Cooperative Unions and Primary Societies to function in the
liberdized economy. The god isto strengthen the management of these ingtitutions
and make them more accountable to their members.

Beyond the remnants of the old cooperative movement, there are severa locad and
international organizations that are taking a new gpproach to the support and formation
of producer organizations. These organizations generdly work with self-selected
producer organizations, rather than ones that were originaly formed by the state. This
new approach is supported by the Government, at least on paper. A new cooperative
policy has been developed, clearly sating that farmers should manage producer
organizations, not the state. A revised Cooperative Act, based on this palicy, is
awaiting signature by the President. Thisact is discussed in greeter detail in Section 6,
which covers Government policy towards POs.

Thetablein Annex 1 provides basic information on 44 projects and organizations that
promote or support producer organizations. Total annud funding for these ectivitiesis
edimated a $76.5 million and the total number of beneficiariesis estimated a 276,000.
It should be noted that severa large multi-lateral programs, with large budgets, have
started recently and were unable to provide numbers of beneficiaries. The programs
have been divided in to the six categories shown below, based on the primary focus of
ther activities.

1. Providers of business training services to producer organizations

2. Providersof financid services to producer organizations

3. Providers of technical and extension services to producer organizetions

4. Organizations providing linking or training in advocacy and policy formulation

5. Organizations providing group development and governance training to
producer organizations

6. Organizations linking producer groups to markets

In many cases, the projects or organizations are taking an integrated gpproach with
activitiesthat fdl into more than one category. Thisis noted in the right hand most
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column of thetable. In the following section, key organizations from each category
will be described in more depth. Specid emphasis has been given to the current
USAID Tanzania partners.

4.1  Budnesstraning sarvices
DAI PESA

DAI PESA has seven objectives, which are (1) strengthening business associations, (2)
promoting public-private sector policy diaogue, (3) strengthening the capacity of
selected Government agencies, (4) establishing market linkages for the private sector,
(5) making business and market information available, (6) increasing business and
entrepreneurid skillsand (7) maintaining a results tracking system for SO 9. Of these
the program is putting the most emphasis on market linkages and business kills
training for producer organizations.

DAI PESA isinteracting with producer organizations containing approximeately 22,000
members, and has completed a basdine documenting income levels of its beneficiaries.
More than 3,000 days of training have been provided to members of producer
organizations, mogtly through a sub-contract with Enterprise Development Consultants
(ECD). Eight new associations of orange, paprika and onion farmers have been formed
with DAI PESA assgtance.

To date, the main achievement at the level of producer organizations has been the
collective marketing of oranges by severd associationsin the Tanga Region. Through
knowledge of local and regiona prices, these producers have been able to negotiate for
higher prices with local traders. Farmer-level impacts are expected this season for
paprika, onion and rice farmersin the Morogoro region.

DAI PESA has encountered severd chalenges, which it isworking to address:

The program originally had very few fidd st&ff, which made it difficult to
interact with alarge number of associationsin aconsstent way. New staff
members are being recruited, but it is difficult for them to vist the associations
as often as they would like,

Trainings create awareness, dthough follow-up may be limited. For example,
association members were provided with training on cash management. Asa
result of the training 10 associations decided to form SACCOs. It remainsto be
seen whether DAI PESA can assig dl of these organizations to leve that will

be required.

The concept of “Alliances’ between producers, traders and transporters needs to
be further developed. 1tisnot clear what financid incentive these various

players will have to join and maintain the dliance beyond the project, as they

are often competing for the same margin.

The program was designed to work in six regions (Mbeya, Iringa, Morogoro,
Ruvuma, Rukwa and Tanga). The program’s attempt to work in thislarge
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geographic areawith limited fidld gaff has resulted in uneven coverage and a
lot of travel time for Dar-based technical assstance

FAIDA — SEP

The Finance and Advice in Development Assstance in Small Enterprise Promotion
(FAIDA-SEP) began in 1994. Theword “faida’ means“ profit” in Swahili. FAIDA-
SEP was funded by DGIS and executed by SNV Netherlands Devel opment
Organization. The project aso received agrant from USAID’ s Microenterprise Best
Practices Project in 1999 to field test approaches for business devel opment services.
The project has been offering the following services to dlientsin Arusha, Kilimanjaro
and Tanga:

Organizationa sdif-assessment facilitation

Strategic market niche development

Management systems devel opment

Research and product development support

Access to knowledge networks

BDS sector market promotion

Funding solicitation for innovetive proposas
Facilitation to market linkages

Facilitation and design of specified training programs
Support to farmer producer groups

FAIDA SEP, which was a project supported by SNV, has gone through atrangition
resulting in the creetion of two private limited companies and one trust fund:

The FAIDA BDS Company Ltd, specidizes in business development services.
Their clients include private companies, other NGOs and development projects
such asthe Lake Zone Private Sector Development Project and the Jiendeleze
program with TCCIA. They offer apackage cdled “Do it Y ourself Business
Planning” for smal and medium-sized companies to expand their operations.
This includes market research, financid management and business planning.

The FAIDA MaLi Company Ltd. specidizesin linking smell-scale farmersto
buyers of high-vaue crops. FAIDA MalLi has set up out-grower schemes for
flower seeds, paprika, safflower, coffee and fruits. FAIDA MalLi has recently
won two contracts to provide training to SACCOs and POs under the IFAD
Financid Services and Agriculturd Marketing projects. FADIA Mali isdso
receiving support from CORDAID (a Dutch co-financing agency), to facilitate
market linkages with companies setting up out-grower schemes.

The MTAJ fund took over a guarantee fund that had been part of the FAIDA
SEP program. Thisfund is now used to provide equity financing to small and
medium companies and debt financing to SACCOs.

These indtitutions have faced chalenges in managing rapid growth and strong demand
for their services from farmers  groups a variety of donor programs. Both FAIDA
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MalLi and BDS would like to reduce their reliance on donors, and increase the number
of producer organization clients. However, they are finding that most producer
organizetions can only cover aportion of the actual cost of providing training services.

4.2 Financid services
IFAD Rurd Financia Services Project

This project, which was approved in late 2000, isjust now becoming operationa on the
ground. The Rurd Financid Services Project worksin the regions of Dodoma, Mbeya
and Kilimanjaro, with the following activities:

To enhance MFIs technical, operationa and outreach capacity to provide
financid servicesto the rurd poor for productive and income-generating
activities. Thiswill be done by contracting service providers, like FAIDA BDS,
to train selected SACCOs.

To remove legd, regulatory and socid barriersin order to ensure their active
participation in MFls and provide them with an opportunity to enhance their
business and technical skills. Thiswill be done in cooperation with the Bank of
Tanzania, asit develops anew framework for MFI regulation.

To srengthen the financid instruments, skills and capita base of grass-roots
MFIs and financid intermediaries.

One problem faced by the program has been excessive demand for its services by an
ever increasing number of SACCOs. The program has decided to limit its interventions
to asdect number of promising MFIs. However, there are many new SACCOs, which
arein great need of training and standardized accounting systems.

Business Sector Support Programme (BSSP 1)

BSSP |1 is supported by DANIDA and the Netherlands. It has eight components

related to financid services, job training and strengthening the business environment.

The components most relevant to producer organizations involve support to the
Cooperative Rura Development Bank (CRDB). This support has helped CRDB re-
structure its operations and support a network of SACCOs across the country. CRDB is
providing loans, aswell astraining and technica assstance to its partner SACCOs.

More than 300 SACCOs are now dffiliated with CRDB and gpproximately $4.8 million
of BSSP funds have been on-lent to them. The chdlenge faced by many SACCOs s
that their members want loans for inputs like fertilizer, but for most crops the returns
are not great enough to cover the cost of money over the production season, even with
the higher yields that come from the use of inputs. Also, if farmers do not find good
markets for their crops, they will be unable repay the loans, and the SACCOs, in turn;
will be unable to repay CRDB.

4.3 Technicd and extenson sarvices

Enterprise Works Worldwide (EWW)
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EWW is providing a package of technology and extension advice in three areas — tree
crops, irrigation and oilseed processing. Most of the treadle pump and ram press
ownersareindividuas. Thework with tree crops, however, is being done with
producer organizations, because individua farmers do not own enough treesto cost
effectively market their fruit in Dar es Sdlaam, where prices are higher.

Two hundred and thirty farmers are producing grafted seedlings for new varieties of
apples, pears, peaches and plums. The selection of these varieties was based on
agronomic research. Temperature monitoring was done over the course of a season to
insure that the varieties would be suited to certain geographic areas. Because these
varieties produce more fruit of better quaity than current varieties, the seedlingsarein
high demand. More than 380,000 seedlings were sold to about 2,400 farmersin 2003.
The new trees will begin bear fruit after three to five years.

To help farmers increase the income they derive from their existing trees, EWW has
been asssting fruit producers to collectively market their crop in Dar es Sdaam. The
program is currently working with 15 groups of 20 to 25 members each. Eleven tripsto
Dar es Sdlaam with a seven ton truck have been completed, and the fruit was sold to
wholesalers. Farmers were able earn about twice as much as they would have if they
had sold the fruit a farm gate, after deducting direct marketing codts.

The groups need support to undertake this activity. EWW provided the following
services to groups.

Training and supervision on packages techniques that reduce transport damage
Obtaining price and market information in Dar es Sdlaam

Locating and hiring atruck

Paying for the truck up front, snce truck owners were unwilling to transport
firgt and receive payment after

Accompanying the farmersinto Dar to act as a broker

Theideaisto trandfer these activities to the farmers as they gain experience and
working capitd. The groups have dso had trouble insuring that members contribute
only their best fruit for the collective shipments. A few pieces of rotten fruit reduce the
vaue of the entire shipment. EWW sees that the fruit tree farmers will need business
planning, marketing linkages and training in group cohesion, but fed s that these
activities are outsde of its area of expertise.

The program is dso hampered by alack of field saff needed to interact with the
number of fruit farmers who have expressed interest. To reduce the cost of fidd taff,
EWW has seconded two Government extension staff, who receive performance
bonuses and transport.

ACDI
ACDI isassgting groups of seaweed farmers along the north coast of Tanzania. This
production is done on an out-grower bas's, with the company providing twine, floats

and seed stock. The buyers aso provide alimited amount of technica assstance,
dthough this generdly limited to circulating through the production aress every two
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weeks to pick up the dried seaweed and pay the farmers. Thetwineis provided in 20
meterslengths. An intensve producer would have 90 of these lines staked out in the

inter-tidal zone. The input package for thislevel of production isworth about $200.

Unusudly for Tanzania, the purchasing companies have exclusve use agreements with
the Government. This means that the three companies have divided up the coast line of
Tanganyika, Zanzibar and Pemba, giving them legd rights to work in certain villages.
This gtuation is beneficid for the companies, because it makes Sde sdling more
difficult (although it till does occur). However, POs are at a disadvantage because
they can not produce independently and legdly sdll to the buyer with the highest price.

The producers working with ACDI are organized into production groups to fecilitate
the provison of extension services and the pick-up of dried seaweed. However thereis
no point in moving towards collective marketing, or other association activities, while
the concesson sysemisin place. Thismeansthat ACDI isrunning an extenson
program, rather than building strong POs, asit doesin other countries.

Currently, atypical producer has 15 to 20 lines of seaweed. ACDI istrying to get
producersto raise their production to 90 lines, which is the most one person can handle.
Thiswould result in afive-fold increase in income (up to 60,000 TSh per month) and
make seaweed production a full-time occupation, rather than a part-time activity.
Managing alarger operation requires more efficient management. Showing producers
how to expand their operationsis ACDI’s main activity. The program faces three
congraints.

A lack of field staff needed to provide extension services to alarge number of
producers. The project has just hired two extensionists, but demand for services
ismuch greater. Seaweed fdls under the Marine Fisheries Department, but they
do not have staff or expertise for seaweed production.

The concession system reduces the power of farmers associations. After the
industry iswell established, the Government may end the exclusive agreements,
a which time it would make more sense to organize full-fledged farmers
associations

Thereisalack of basic research on seaweed diseases. A mysterious disease
killed off most of seaweed production around Pemba severd yearsago. This
disease has aso struck in other places. It is not known how to combat the
disease or how to restart production after the disease has occurred. ACDI is
working with an EU funded program that is doing some research.

Hefer Project Internationa (HPI)

HPI provides producer organizations with livestock and technical training in livestock
management. Inthe HPI modd, the first animals are given asloan. Recipients repay
the loans by giving the firgt off-spring to ancther family. Thisfamily, in turn, passeson
ther off-soring to another family. Many of the producer groupsin Tanzaniawho raise
mesat and dairy goats were beneficiaries of the HPI program. Recipients usualy form
producer organizations, for mutua support and collective marketing.
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Recently, HPI recaived a grant from the Rapid Funding Envelope (RFE), a multi-donor
fund for HIV/AIDS prevention and mitigation, which was organized by USAID and
seven other bi-lateral donors. HPI is using the RFE funds to target AIDS affected
households. They use the same model, but households with HIV positive members or
households who have taken in AIDS orphans, are prioritized to receive goats. The
goats milk improves the family’ s nutrition and provides a source of income.

Initidly, families consume most of the milk they produce, or sl it within the village.
Asthe herds and quantities of milk grow however, the farmers must travel further to
sl their milk. HPI does not provide assistance on milk marketing or processing,
which are needed by many groups that they have established. Also, paying for inputs,
like veterinary services and drugs, is difficult for many families, especidly if they only
&l agndl amount of milk.

44  Advocacy and policy formulation
MVIWATA

Thisloca NGO, which is based in Morogoro, takes its name from the Swahili acronym
for “National Network of Farmers Groupsin Tanzania’. MVIWATA was formed in
1993 by 22 farmers from Morogoro, Iringa, Tanga, Kilimanjaro, Mbeya and Dodoma.
These farmers met each other a a training sponsored by Sokoine University of
Agriculture (SUA), and decided to create alobbying organization. With support and
guidance from SUA professors, they crested MVIWATA, which was officidly
registered with the Ministry of Home Affairsin 1995.

MVIWATA operatesin 19 regionsin Tanzania, and is made up of 120 local networks.
It is funded by membership dues and several French and Italian NGOs. Orelocd
network is MVIWAKI, based in Kibaigwa, Dodoma. This network brings together 31
groups including fruit and vegetable producers, maize producers, livestock producers,
natura resource management committees, socia service groups for HIV AIDS and
others. Thisloca network has received training from INADES.

Many fruit tree producers working with Enterprise Works are members of MVIWATA
and DAl PESA isin discussons with MVIWATA about linking the producer
organizations they are working with to the MVIWATA network.

All together, MVIWATA claims 5,000 individua members and another 20,000 farmers
who are members of 1,100 affiliated groups. MVIWATA'’s primary am isto bean
advocate for smdl scae farmers and producer’ s organizations, at nationa and regiona
levels. Toward thisend, MVIWATA dtson the Agriculturd Sector Advisory
Committee (ASAC), dong with al the mgjor donors. ASAC helped creste the
Agricultura Sector Development Strategy (ASDS) and now overseesits
implementetion.

In addition to advocacy, the primary service MVIWATA providesits membersis
leadership training for group and network leaders. MVIWATA has an explicit policy
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that men and women must be equaly represented in their leadership, aswell asin any
tranings they organize.

MVIWATA is adso implementing a market infrastructure project for a French NGO.
This program is using labor-based contracting to improve farm to market roads and is
congtructing four market placesin Morogoro, Iringaand Dodomaregions. Although
this activity may seem somewhat unrelated to their core business, there are some
synergies with ther other activities. For example, in Dodoma, an association of cargo
porters (discussed below) is amember of alocal MVIWATA network. They have
received training from MVIWATA and will base themsdvesin a marketplace being
congructed by MVIWATA. Aswith FAIDA, MVIWATA is struggling to manage
rgpid growth and initiatives from a variety of donors.

Support to TCCIA through Jendeleze and SIDA

The Netherlands (through the Jendeleze Project) and SIDA have supported the
Tanzania Chamber of Commerce, Industry and Agriculture to expand its operations at
regiond and didtrict level. The god isto give busnesses and producer organizations a
gregter voice in the formation of policies related to agriculture and private sector
development.

With this support, TCCIA has opened twenty regiond offices and more than 60 offices
at digtrict level. TCCIA has more than 8,000 members, but unfortunately their database
does not dlow them to determine how many of these members are individua farmers

or producers organizations. Animproved database is under development. The Dutch
coordinator of Jendeleze provided some examples producer organizations who are
members of TCCIA at didrict leve:

The Smawamu Women's Group in Monduli Digtrict, who are produce tree
seedlings and are engaged in environmenta protection

The Ronga Dairy Women's Group in Ha Didtrict

Severa organizations of tobacco producers near Songea, who were recruited
through a TCCIA program of roving village markets

Membership in TCCIA, through another organization, costs only 500 TSh per member
per year, 0 it would be within the reach of most producer organizations, if they saw a
vauein the sarvice.

Last year, TCCIA developed a policy document entitled “ Chalenges for Agricultura
Incentivesin Tanzanid'. In the future, they plan to lobby Government more
aggressively for improved agriculturd policies, as aresponse to new members from the
agricultura sector.

Another organization, caled the Tanzania Chamber of Agriculture, recently opened its

doorsin Arusha. TCA islinked to the Tanzania Farmers Association, but is unreated
to TCCIA. To date, it does not appear to have many activities.
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45  Providersof traning in group formation and governance
INADES

INADES origindly started in Ivory Coagt, but has been registered in Tanzania sSince
1994, and is based in Dodoma. They aso have officesin Mbeya, Morogoro and
Singida. INADES provides capacity building and leadership training to farmers
organizations, as wdl as exchange vidts between groups. The god of thistraining isto
increase the groups ability to advocate their positions and manage their affairs.
MVIWATA often contracts INADES to provide this training package to leaders of
groups who are members of their network.

Cooperative College

The Cooperative Callege is based in Maoshi and has “wings’ in each region which offer
traning servicesto farmers. In the past this system provided training exclusively to the
leadership of Primary Societies and Cooperative Unions. This activity is continuing
under the MEMCOOP program. Now, the Cooperative College has expanded its client
base to include other types of community based organizations, including producer
organizations and private companies. The Cooperative College has aso been akey
player in the SACCOs movement, providing training and accounting systems for
farmersinterested in starting SACCOs. The types services they offer include:

Training in group management, entrepreneurship and basic marketing skills
Coursesin gender skills and awareness

Correspondence courses and distance learning

A variety of publications on group and business management

One of the strongest wingsis based in Dodoma. Trainers from this indtitution are
working with members of the MVIWATA networks, using resources from Government
and donors such as HIVOS and SNV. Because Government resources are limited, the
wings must raise much of their own operating budgets.

4.6  Market linkages
TechnoSarve

TechnoServe is working with 12 groups of coffee farmers each with 50 to 100
members. These groups form a second tier PO called the Association of Kilimanjaro
Speciaty Coffee Growers (AKSCG). This association sdlls coffee at the Moshi
Auction. The first objective of the business was to reach the 22,000-1b. threshold for
sling auction by pooling harvests and increasing yields among members. This
objective was reached in 2001. The next step has been to link farmers directly with
coffee buyers, who are willing to provide pul ping equipment so farmers can add value
to their crop.

Although world coffee prices as awhole are down, due to over-production and a poor

globa economy, pricesin the speciaty markets continue to be much higher than the
average prices paid for commodity coffee. The god of the program is raise farmers
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incomes through higher yields, better quality, access to markets and credit for
investment.

To sugtain growth in profits and incomes, farmers must increase yields and improve
qudity. Training provided by TechnoServe on production, harvesting and processing
methods has helped severa groups to upgrade their quaity from Grade 9 to Grade 5,
and has increased the price they receive for their coffee by as much as 79% over a
sngle year.

To produce coffee seedlings of improved varieties, TechnoServe is supporting the
establishment nurseries owned by POs. These groups will sl 350,000 seedlings per
year to other farmers, earning income themsalves and supporting the sector.

The coffee growers need credit to purchase inputs, tools and seedlings. To address this
congtraint, TechnoServe introduced a system using coffee warehouse receipts as
collateral and provided loan guarantees. TechnoServe aso persuaded the farmer-
owned businesses to purchase inputs for resale to members a reduced prices, thus
enabling members to further increase thair output and qudity.

On the advocacy side, TechnoServe has analyzed the taxes paid by coffee growers and
used thisinformation to successfully lobby Government to remove nuisance taxes and
cesses. TechnoServe dso lobbying the Government to permit POs and companiesto
export coffee directly, rather than going through the Moshi Auction, asthey are
required to do now.

In addition to coffee, TechnoServeistaking a smilar gpproach to tea and pigeon pess.
Programsin dairy and cashew are being planned. Thetota number of beneficiariesis
relaively smdl, due to the intensve approach TechnoServe is taking and the niche
marketsit istargeting. However, by choosing export crops, the program isimproving
Tanzania s balance of payments, aswell asfarmers incomes.

Export Promotion of Organic Products from Africa (EPOPA)

EPOPA is a Swedish project working in Tanzania, Zambia and Uganda. Itsgod isto
link smdll-scale producers with organic export marketsin Europe. In Tanzania, the
group has successtully facilitated the export of organic coffee, canned pinegpple,
cashew nuts and safflower ail. Its partners for Arabica and Robusta coffee are the
Kilimanjaro Native Cooperative Union and the Kagera Cooperative Union. Dabaga
Ltd. (based in Iringa) is exporting canned pinegpple; the organic cashews are being
exported by Premier Cashew in Dar es Salaam and the safflower oil by Quality Food
Products Ltd. based in Arusha

More than 14,000 farmers are working with these companies, who typically provide
forward contracts, planting materid, bio- pesticides and technica assstance. The
farmers are organized into producer organizetions to facilitate the provison of inputs
and organic certification. EPOPA provides market linkages and the TA needed by
companies and producers to meet organic certification standards.
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EPOPA lacksthe field staff to work with many POs on the ground. Instead they are
concentrating on exporters and linking with other organizations which can provide
extenson sarvices to farmers. EPOPA is concerned about sustainability and
indtitutiondization of their work, because it istied to donor funding. To resolvethis
problem, EPOPA is part of a group of organizations setting up aloca organic
certification ingtitution, which will make organic certification more affordable for POs.

5.0  Future producer organization activities

Most bi-latera donor programs that have been supporting producer organizations are
drawing to a close as European donors move towards budget support for the Poverty
Reduction Strategy or sector support to the Agricultura Sector Development Strategy.
The Netherlands has been the biggest and most innovative supporter of producer
organizations through FAIDA SEP, the Jendeleze project, the Lake Zone Private
Sector Development Project and the Dairy Development Program in Tanga. These
programs are winding up, or being scaled back, in 2004. The same trend is occurring
with DfID, the EU and the Nordic donors.

The multi-laterd donors (the African Development Bank, IFAD and the World Bank),
which work through the Government, are very supportive of producer organizations.
These indtitutions have six large programs to promote or support producer
organizations and SACCOs. The programs, which are discussed e sawhere in the
document, are:

Smadl Entrepreneurs Loan Facility (ADB)

Rura Financid Services Project (IFAD)

Agriculturd Marketing Support and Development Project (IFAD)
Participatory Irrigation Development Program (IFAD)

The Participatory Agriculturad Development and Empowerment Project (World
Bank)

The Soil Fertility Recapitdization and Agriculturd Intensification Project
(World Bank) — currently in the design phase

Although these programs have been approved over the past two or three years, most are
just now becoming operationa on the ground. Because they are multi-year programs,
which are likely to be followed by new phases, they represent the future of Government
support to producer organizations.

From the Government’s point of view, the new Cooperative Act marks a turning point
in cooperative policy. Asdiscussed in Section 6 of this report, the Act shifts control of
the cooperative movement from Government to the farmers. How these policy changes
will play out on the ground remains to be seen.

6.0  Producer organizationsin Tanzania
Tanzania has numerous producer organizations, but precise numbers were not available

at nationa leve, except for the Primary Societies and Cooperative Unions, which are
tracked by the Minigtry of Marketing and Cooperatives. A digtrict level however,
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council staff are familiar with most of the registered and unregistered groups operating
inther digricts.

Last year, DAl PESA completed a study examining the characteristics of nine POs
Mbardi and Muheza Didtricts. In Mbardi Didtrict, the producer organizations were
Water User Associations or SACCOs, with membership ranging from 240 to 3,000. In
Muheza the groups were smdler, with membership averaging 45 farmers. These
orange producers are interested in collective marketing, but none of the groups had
done 0 at the time of the survey.

In 2001, adesign mission for aWorld Bark project caled the Soil Fertility
Recapitdization and Agriculturd Intengfication (SOFRAIP) conducted acensusin
four didtricts, looking at dl the various types of producer organizations that were
present. The table below shows what the census found in each didtrict.

. Morogoro Arumeru Hai
Iringa Rural Rural (Arusha) (Kilimanjaro)

Farmers' groups 14 52 60 34
SACCOs 4 5 14 11
Active Primary Societies 16 0 28 49
Dormant Primary Societies 23 35
Active Cooperative unions 1
Dormant Cooperative Unions 1 2 1
Total active groups 64 57 103 395

The category of farmers groups includes extension groups, marketing associations and
water user groups. It isinteresting to note that the Primary Societies continue to
function in the coffee producing didtricts of Arumeru and Hai. In the maize growing
aress of Iringaand Morogoro, fewer Primary Societies are active. In Arusha, the
Arusha Cooperative Union has collapsed, so these Primary Societies sdll their coffee on
the auction floor in Moshi. The Kilimanjaro Native Cooperative Union continues to
function, dthough it has serious financia difficulties.

It islikely that producers are more organized in these digtricts than elsewhere in the
country, because these are high potentia digtricts with numerous cash crops. Taking a
relatively conservative estimate of 50 active groups per didtrict, this extrapolatesto
6,250 producer organizations nationwide. Assuming the groups average 40 members,
about 250,000 Tanzanians belong to producer groups. It isinteresting to note thet this
figure is Smilar to the estimated number of beneficiaries of 265,000.

Assuming each group member represents a household, less than 3% of rural households
are afiliated with active producer organizations. It islikely that most of thisgroup isa
subset of the 30% of Tanzanian farmers who farm more than one hectare and cultivate
most of the cash crops. .

The following section contains informeation on a variety of producer organizations of
various types, ranging from unregistered groups of producers to cooperative unions.
Determining whether a group was “ sdf-initiated” was difficult, because every group
has had some interaction with Government, local NGOs or devel opment programs.
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Mtazamo Group (aloose group of dairy goat producers)

Thisisloose group of 11 dairy goat producers based in Magubige Village in Morogoro
Region. They formed the group in 1990, as aresponse to SUA goat loan program.
Although they owned the goats collectively at first, as the herd grew, members took
individual ownership of the animals. Today, each member owns 3 to 5 dairy goats,
which produce enough milk for home consumption and asmdl surplusfor sdle. Six of
the 11 members are women, and they have noted an improvement in the nutrition of
their children. The group holds an annua generad meeting and is open to new farmers,
if they own goats.

Mtazamo isamember of MVIWATA, and the leadership of the group received some
training from MVIWATA. However, the group is stagnating and does not have a clear
plan for the future. Asthe number of dairy goats continues to grow, group members
will face marketing problems, because the number of potential cusomersin the village
islimited.

One option that the group has discussed is selling dairy goats to other villages, but they
have not done market research on the demand for goats in the surrounding villages.

The members redize that some form of collective marketing of milk may be another
solution, but they do not have the expertise to develop a business plan, nor the exposure
to know where new markets may be found. Processing the milk into yogurt, or even
cheese, would expand marketing options, but the group lacks knowledge on how to do
this

MVIWATA hastried to link Mtazamo to sources of technica assstance and market
linkages, but MVIWATA itsdf lacks the fidd staff and other resourcesto provide
consistent services to their members.

Jboreshe Y outh Group (aregistered group producing flower seed for export)

This group formed in 1997 during an exchange vigt organized by FAIDA — SEP. Itis
made up of 17 members (9 of whom are women), belonging to four families. Jboreshe
produces flower seeds, under contract with a Dutch company based in Arushacdled
Multiflora. Multiflora provides the planting seed and technica assstance. The
contracts, which are signed before planting, specify aforward price a harvest, in
Shillings. The seed must be graded according to company specifications, and
Multiflora gtaff vist severa times during the season to inspect the crop and provide
technical assstance.

Asthe groups technica capacity grew, Multiflora offered them the option to produce
higher value flower seeds, which are more difficult to grow. The price per kilo of seed
rose from 50 to 400 Shillings. Jiboreshe has aso expanded the area under cultivation
from 0.5 hectaresto 2.7 hectares. The higher value crops and greater area have raised
the groups income from $209 in the first year to more than $2,000.

In 1999, FAIDA assisted Jboreshe to obtain a Certificate of Registration under the
Business names ordinance. Thisisthefirst step toward creating aforma business.
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FAIDA has dso supported the group to make exchange visits to other producer groups.
One of these vidts parked an interest in mushroom production, and Jboreshe decided
to begin producing this crop. FAIDA provided technica training on a cost-sharing
basis.

Kibaigwa SACCO (rurd financid services)

A group of maize farmers near Dodoma formed this SACCO after a sengtization
mesting sponsored by the District Council. Kibaigwa was registered under the
Cooperative Act in May of 2000. Membership began at 216 and has since expanded to
1,277. Profits of the SACCO have risen from 3.4 million TSh the first year to 46

million TShin 2003.

Kabaigwa has 153 million TSh in share cgpitd and member savings of 72 million. The
SACCO has accessed loans from CRDB (under the BSSP program) and SELF of 150
million and 70 million TSh respectively. These funds, aong with their own resources,
are lent to members. A recent project was the congtruction of an office. Each member
contributed 15,000 TSh toward this project.

The current loan portfolio is 400 million TSh, with a99% repayment rete. Loans are
used for inputs, as well as crop marketing. Interest rates are 4% per month, and some
members have qudified to borrow as much as 10 million. One member purchased a
truck with aloan, repaid that loan, and has now purchased atractor. Other members
report increased maize production.

The membership of Kibaigwais a mixture of individuals and groups. There are 46
groups, which tend to be loose and unregistered. One of these groups, the Kibaigwa
Cargo Handlers Group is described below. There are dso 286 individua women
members and 945 male members. Kibaigwaisreceiving training and technical
assistance from CRDB and the SELF project. Leaders have participated in trainings
and exchange vists sponsored by MVIWATA.

Kibaigwa Cargo Porters Society (Primary Society)

Thisisagroup of young men who load and unload maize shipments in the town of
Kibaigwa They wereregistered in 1992 as a Primary Society. Origindly, the group
had 25 members, but this has grown to 127. The members of the society have
treditiondly been men, but recently Kibaigwa has made an effort to recruit women.

The group provides a service which includes unloading smal trucks coming from the
fidd, cleaning and repacking the maize into standard 50 kg sacks, and then loading the
larger outbound trucks. Many farmers who are members of the SACCO usethis
sarvice, because maize buyers demand uniformly weighted bags.

Asamember of the Kibaigwa SACCO, the Cargo Porters can offer their members
loans. Last year this was 40,000 TSh per member. Thisyear, their borrowing ceiling
has risen to 90,000 per member. The Society has also set up a health insurance scheme
for its members that provides free trestment at aloca clinic and referrds to the hospital
for more complicated cases.
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Since their formation, the Porters have been assisted by INADES and the Cooperative
Department in training and technical asssance. They fund dl their own operating
cogts, but they are participating in a French funded project with MVIWATA to
congtruct a permanent maize market in Kibaigwa. They are aso members of
MVIWATA.

Tanga Dairy Cooperative Union (Cooperative Union and Primary
Societies)

The Tanga Dairy Cooperative Union (TDCU) was aregistered in March, 1993 asan
gpex organization of nine Dairy Primary Societies from five digtricts (Tanga, Muheza,
Pangani, Korogwe and Lushoto). TDCU has a membership of 1,500, but it serves
about 3,000 dairy farmers, 40% of whom are women.

Farmers bring their milk by bicycle to the nine Primary Societies each morning, with
society members receiving preferentid prices. Themilk is chilled and then TDCU
collects, trangports and sdllsit to Tanga Fresh Dairy in the town of Tanga. TDCU is
shareholder in this company, which was established by Dutch investors. TDCU has
ingalled an accountancy system at the primary societies and monitors their accounts.
They are d0 creating a system to control the qudity of the milk asit is delivered to the
primary societies. Farmers who adulterate their milk with water reduce the quality of
the entire shipment. The Primary Societies need the means to detect these farmers
before their milk is added to the chiller.

This program has been heavily supported by the Netherlands, but as the development
programs have ended, the production and marketing system has continued to function.
Thisis mostly because Tanga Fresh continues to be ardiable buyer, paying for their
milk ontime. Initialy, they had to pay on adally bass because farmers did not trust
the system. Now, payments are deposited every two weeks into the Primary Societies
bank account. The previous cooperative union collapsed because the parastatal milk
plant did not pay for milk deliveries.

TDCU isfacing three mgor chalenges:

The remaining donor program is providing loans for farmers to expand their herds and
veterinary services. The Primary Societies are forming SACCOs, which should be able
to provide financid services. Farmers currently contribute for vet services, but the fees
are not sufficient to privatize the service. Without religble vet services, the qudity and
quantity of the milk will decline. How this cost will be shared between the producers
and buyer remains to be seen.

Each Primary Society owns and operates amilk chiller, amachine costing about
$10,000. These chillers were purchased under a Dutch program and given to the
Societies when the project ended. They are ill in good operating condition, but they
will have to eventudly be replaced. Setting aside funds for the amortization of this
equipment isacrucid activity for thefuture. Again, thisisacost which will probably
have to be shared between the producers and Tanga Fresh, because the chillers are the
only way to produce high quaity milk.
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Milk buyers from other companies (such as yoghurt and ice cream novelty producers)
are coming up from Dar es Sdaam. They offer higher prices than Tanga Fresh, but do
not come on aregular bass. Asashare holder in Tanga Fresh, TDCU is committed to
building along term rdaionship with this buyer. Although Tanga Fresh does not
provide inputs like atraditiona out-grower, they are areiablelocd market. Baancing
these interests and presenting a unified front among memberswill be another challenge
for TDCU.

7.0  Regulatory and policy environment for producer organizations
7.1  Policy environment

The Government isin the process of revisng and updating its policy towards
cooperatives. Thefind verson of the law is a Presdent’ s Office awaiting Sgnature,
which is expected at any time. The new policy, upon which the law isbased, is
articulated in a pamphlet entitled “ Cooperative Development Policy, 2002

On the surface, the new policy cresates afavorable environment for the development of
producers organizations. For example, thefirst paragraph of the policy states:

Asit is commonly understood, a Cooperative Society is an “association of
persons who have voluntarily joined together for the purpose of achieving a
common need through the formation of ademocraticaly controlled organization
and who make equitable contributions to the capitd required for the formation
of such an organization, and who accept the risks and the benefits of the
undertaking in which they actively participae’.

The main changes from the old policy are an dimination of the Government’srolein
cooperative management and recognition that cooperatives should have a commercid
moativation, rather than agod of civil service.

However, throughout the document, there are hints that the Government is
uncomfortable with completey rdinquishing its control and management of the
cooperative movement. The following quotes were sdlected from various passagesin
the document:

One objective of the new policy isto “To protect cooperative business
operations againgt unfair competition from private traders’

Other objectives are to ensure that “ Present cooperative members respect
interests of future members and the whole community” and that “ Cooperatives
carry out activities that respect gender equality and environmenta protection”

Under specid circumstances, the Government will guarantee cooperative
societies to obtain loans from financid inditutions.

In order to advocate the principle of voluntary membership, cooperatives
amalgamation or divison shdl be voluntary. However, the Government may
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advise that cooperatives amalgamate or get divided in order to enhance their
economic viability and efficiency.

The Government will encourage and where necessary assist in the recruitment
of qudified and professona employees for cooperative societiesaswedl as
conduct on-the-job training.

As ashort term measure, the Government will support arrangements that will
provide cooperatives with funds that will enhance their competitiveness and
credibility in collecting and marketing member’ s crops, using sound business
management and commercid principles.

Problems may arise when these well meaning policies are implemented. Many of the
employees of the Ministry of Marketing and Cooperatives a digtrict level, who will be
making judgment calls about when to intervene, are the same employees who managed
the cooperatives in previous years. To judtify their positions these staff may use these
policies to step back into their old roles.

7.2  Regidration options

Many POs exist without formal registration, and are able to conduct their activities
without interference from the Government. Most of these groups, dthough not
formaly registered, are known to, and recognized by, the Government at didtrict level.
However, if agroup wants to open a bank account, take out aloan, Sign a contract or
own property, it must be formdly registered with the Government.

Aninforma producers organization has saverd options for formalization under

Tanzanian law, depending onits goals and activities. The table on the next page shows
the various options and the law which govern them.
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Informal Transition stage | Registration Registration Applicable law
group stage options bady
Water user Any of these Primary Society | The Cooperative | Cooperative Law,
group groups may be (multi purpose) Department at under the Ministry of
Womens' or recognized by Primary Regional level Marketing and
youth the Community Marketing Coop Cooperatives.
economic Development Society
group Department, the | (AMCO)® Thislaw has recently
SACCA® or District Council | SACCOS’ been revised and is
ROSCA or aspart of a awaiting Presidential
development signature.
Extension project, even if Cooperative Cooperative Cooperative Law
group they are not Union Department at
formally national level
Agri-business | registered Farmers Ministry of NGO Bill
group doing association Home Affairs
collective (CBO or NGO)®
marketing with social
objectives
A Trust Body Attorney General | Law of Trust
(ableto own
properties and do
business)
A company Registrar of Company Ordinance
limited by Companies
guarantee or
shares

Traditiondly, any group of farmers doing crop production, marketing or processing
would be registered as a Primary Society or AMCO with the Ministry of Marketing and
Cooperatives. Informd financid inditutions, like SACCAs and ROSCAs follow the
same route, and become registered as SACCOs.  Organizations comprising more than
one group of farmers would be registered as Cooperative Unions.

However, because the reputation of Primary Societies and Cooperative Unionsis poor,
many groups do not choose to follow these options. The new Cooperative Act
(discussed in section 6.1) is designed to dleviate these concerns. SACCOs do not have

anegative connotation, and this is the preferred route for rural MFIs.

The Minidry of Home Affairs offers an dternative route to formalization, under the
NGO Act. Organizations registered under this option should have asocid, rather than

®> AMCO stands for Agricultural Marketing Cooperative Society. It is acooperative society, often
recommended to come up and specialize on input and output marketing issues and | et the issues of
savings and credit be handled separately e.g. by a SACCO. The Coop law providesfor this registration
option but not obligatory.
® SACA stand for Savings and Credit Association. It isalower tier of an loose group with an option to
grow into a SACCO or a Financial services NGO. It is normally recognized and guided by Community

Department.

" SACCOS stands for Savings and Credit Cooperative Society, a specialized financial intermediary at

lower level.

8 Asan NGO/CBO you can operate at different levels beyond the group’s level (local network, regional,
national like MVIWATA).
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economic basis. However, many farmers associations doing collective marketing have
registered under thislaw to avoid linkages with the cooperative movement.

Organi zations which own property, or do large volumes of business, need to register as
limited companies or trusts, which are covered by different laws. Thisprocessis
handled by the Registrar of Companies, which is based in Dar es Salaam, and has
offices a regiond levd.

7.3  Taxaion of producer organizations

At the nationd levd, organizations registered as Primary Societies or Cooperative
Unions are exempt from income tax, aslong as they are engaged in activitiesrelated to
agriculture and their annua turnover does not exceed 20 million Shillings per yesar.
Above this level, they would pay income tax on their profits a the rate of 30%.° Nearly
al agricultura inputs and outputs are VAT exempt (see Annex 3), so this tax would not
be afactor for most POs. Processed milk products, like cheese, do carry VAT. TDCU
Is lobbying Government to remove VAT on locally produced cheese, so asto
encourage consumption by Tanzanians.

A much grester issue for producer organizationsislocd taxes, or “cesses’ that are
imposed by digtrict Governments. These are levied at points of sale and road blocks on
roads that crossthe district. In some cases, the crop must be produced or sold in the
district to attract the tax. In other cases, cesses are charged on goods as they move
acrossthe didtrict, or when they arrive a their destination.

Although these cesses and fees are an important part of district Government funding,
the national Government recognizes that they are abarrier to growth of the agricultura
sector. Current Government policy states that a given crop should attract cesses of no
more than 5% of itsvaue. However, in practice, few digtricts have diminated their
Cesses.

In addition to the financia and nuisance cost of these cesses, they dso make it difficult

to standardize weights for sacks of crops. Because the cesses are charged on a per bag
basis, buyers have every incentive to create ever larger sacks. In some cases, two sacks
are joined together to create one huge sack. Besides being an onerous physical burden
for the laborers loading and unloading the sacks, they are often an excuse to underpay
farmers. Export crops must be re-bagged in standard sacks after they arrive at
degtination, increasing costs.

8.0  Regional and national level coordination structures
NGO and donor coordinating group for agriculture

Donors and NGOs in Tanzania have an extensive network for coordinating between
themsdlves and with the Government. This network begins a nationd level and
reaches down to regiona and local leve. At the top isthe Agricultura Sector Advisory
Committee (ASAC), which advises the Government on the implementation of the
Agriculturd Sector Development Strategy (ASDS). Members of the ASAC include

® Income Tax Act of 2003 (Draft), Government of Tanzania
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donors, NGOs and the private sector. The donor members are drawn from the Food
and Agriculture Sector Working Group (FASWOG). The table below shows who the
representatives are for the various task forces.

Task force FASWOG representative NGO representative

Task force 1: investment and JCA and DANIDA MVIWATA and PINGOS
implementation

Task force 2: policy, regulatory EU and DFID Concern and MIBOS

and institutional framework

Task force 3: agricultural research, ~ World Bank and IFAD Pelum and Africare
advisory services and training

Task force 4: cross cutting and Not yet decided Unknown

cross sectoral issues

There are also sectoral committees of donors and NGOs covering hedlth, education,
agricultura, water and other areas. This Structure is known as the Policy Forum.
Within the Policy Forum there isagroup caled the “ Agriculture, rura development
and water committeg’. Within this group isa smdler group cdled the Small-scae
Agriculturd Practice and Policy Network (SAPPNET), which is hosted by the British
NGO Concern. The membership of the Policy Forum related to agriculture and
SAPPNET is provided in Annex 4.

After interviewing its members, SAPPNET has decided to concentrate on linking its
membersto far trade markets and developing policies related to geneticaly modified
organisms and the role of multi-nationd agribusiness. Other issues that are important
to SAPPNET members are identifying market outlets and accessing inputs and financid
SEIViCes.

Producer organizations in Tanzania have formed a variety of gpex organizations, both
a regiona and nationd level. Some of these are nearly defunct remnants of the old
cooperative movement, while others are more vibrant.

Nationa Federation of Cooperatives (NFC)

Thisisthe nomind gpex body for the cooperative movement, and is formed by
representatives of the Cooperative Unions. However, it in the last decade, its
membership, Government support and activities have dl declined. Today, it is nearly
inactive and financidly bankrupt. Only two CUs remain active— NCU and KNCU.

The Ministry of Marketing and Cooperatives appears to have created arole for this
inditution in the new Cooperative policy when it Sates that “The highest level in the
vertica structure of cooperative societies will be the chief cooperative movement
spokesperson, nationdly and internationdly” and “the Government will encourage
higher level societies to assume the role of coordination, consultancy and market
information provison to the primary societies’.
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National Crop Boards

There are semi-autonomous boards, appointed by the Minigry, for al the mgor cash
crops including tea, coffee, sugar, pyrethrum, cashew, cotton, tobacco and sisd. The
roles and respongbilities of the various boards differ, but common functions are:

Issuing licenses to companies wishing to purchase, process or sell crops
Arbitrating between exporters, processors and farmers

Conduct or promote research

Conduct crop auctions (for coffee)

Regulate product quality

Providing advice to Government on policy

Coallecting and maintaining statistics on the sector

Generdly, donors and agribusinesses view the crop boards as burdensome regulatory
bodies, covering many functions that would be better left to the private sector. The
boards are funded through a levy on exports of about 3%. An average of 2% of this
money goes into crop promotion funds and the baance is used to adminigter the boards.
The boards dso raise money through license fees.

Savings and Credit Union League of Tanzania (SCCULT)

SCCULT isthe gpex organization for SACCOsin Tanzania. It was established in
1992, and has 600 member SACCOs, with an estimated 95 based in rurd areas. Itis
not clear how many of these are due paying membersin good standing, and the
finances of SCCULT are problematic.

SCCULT has three professond staff based in Dar es Sdaam and 10 fidd offices. It
offers its members training, bookkeeping services and a standard bookkeeping package.
The organization aso maintains aloan fund, using resources from various donors* It
isimplementing a portion of the IFAD funded Rura Financid Services Project.

Tanzania Chamber of Commerce, Indusiry and Agriculture (TCCIA)
TCCIA ismainly an gpex organization for businesses, dthough donors have made
effortsto help it expand to rurd areas. TCCIA does have some producer organization
members, dthough it was not possible to determine how many. Thisinditution is
discussed in section 3.5

MVIWATA
Perhaps the most important and vibrant gpex organization is MVIWATA. Asdiscussed
in Section 3.5, MVIWATA'’sgod is to represent producers organization at nationa
level.

Other gpex organizations

10 \www.icaroecsa.coop/Documentati on/Cd/Rural tanzania/ SACCOl tz. pdf
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During the course of this study, other smdler, or less directly related, apex
organizations were encountered:

Tanganyika Farmers Association — based in Arusha

Tanzania Chamber of Agriculture and Livestock— based in Arusha

Federation of WWomen Entrepreneurs of Tanzania (FAWETA) — based at TCCIA
in Dar es Sdaam

Lake Victoria Fish Processors Association — based in Mwanza
TanzaniaMicro Entrepreneurs Association — based in Mwanza

Tanzania Cashew Nut Cooperative Apex — based in Mtwara

Tanzania Exporters Association (TANEXA) — based in Dar es Sdaam and
mostly comprised of companies

Kagera Fair Trade Coffee Growers Association

Vanilla Growers Associgtion

Kagera Tea Growers Association -- based in Kagera

Mushroom Growers Association — based in Bukoba

Mwanza Women Development Association (MWDA)

Sada Wazee Tanzania— based in Karagwe and Songea

Mapogoro and Mfumbi Resource Management Association (MAMREMA) --
based in Mbeya Region

Tanzania Food Processors Association — based in Dar es Salaam and regiondly

9.0 Interactions between agribusinesses and producer organizations

Most agribusinesses in Tanzania do not develop relaionships with smdl-scae farmers.
These trading companies, like Mohammed Enterprises, purchase crops year after year
in the same areas, but they do not provide inputs, technica assistance, or any form of
forward pricing. These companies appreciate producer organizations because they bulk
up crops. In some cases they are willing to pay more than the prevailing for atruck
load of a given commodity.

In other countries, some crop buyers are willing to advance funds to farmers
associations so they can buy crops from their members and other farmers. Thisis
usudly done with the mediation and implicit guarantee of an NGO. Thisleve of
partnership is not common in Tanzania, probably because there are not enough capable
NGOs playing the facilitator role.

A number of more innovative companies have established out-grower schemes for
specific crops. The study identified 47 such companies (see Annex 2), but this does not
include many smdl cotton and cashew companies, which are providing low levels of
inputs through intermediaries. These companies generaly work with producer
organizations to reduce transaction costs and facilitate crop purchases. The largest
schemesinvolve traditional cash crops such as tea, cashew, cotton, sugar and tobacco.
FAIDA MaLi has been instrumenta brokering out-grower schemes for crops such as
paprika, safflower, fruits and coffee.
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The companies provide critica inputs such as planting seed and pedticides. Sometimes,
technicd assstance and other inputs like land preparation are dso provided. In some
cases, the buyers will guarantee a base price before the planting season. In other cases,
they pay the prevailing price a harvest time. The cost of the inputs is deducted from
the payment to the farmers.

The level of support that companies are willing to provideisinversay proportiond to
the number of potentia market outlets for the crop. With a crop like cotton, the risk of
losing crop to Sde-sdling islarge, and inputs are often limited to seed. With sugar
cane, there is generaly only one buyer in agiven area, and acompany like Illovu
provides afull range of inputs, even including fertilizer for trusted farmers.

[llovu has gone one step further than most companies, and is exploring the possibility
of establishing a hedth insurance scheme for its out-growers. Thisinitiativeisbeing
driven by AIDS and the increasing affordability of anti-retrovirads. The company fedls
that the investment it is making in inputs and training should be protected against the
threat of AIDS though prevention, and drugs, if necessary.

Strong producer organizations are vaued partners for out-grower companies because
they are more likely to honor contracts and understand the benefits of building long
term relationships. At the sametime, a strong producer organization can keep an
agribusiness “honest” on pricing if they can gather data on prevailing prices for the
commodity and search for other buyers who are willing to offer more inputs a lower
prices or pay higher prices. In generd, agribusinesses want strong partners, but they
are unwilling to invest in the long term training needed to creete these organizations.
This points to arole for NGOs and donors.

10.0 Summary of findings and recommendations
10.1  Summary of findings and SWOT andysis

This study has vdidated the idea that producer organizations represent away forward
for amdl-scde Tanzanian farmers. With the breakdown of the cooperative movement,
many farmers face serious problems identifying the best cropsto grow, ng
inputs, getting extenson advice and marketing their crops. Some remnants of the
cooperative movement continue to function, but these organizations face the same
problems.

Farmers have difficulty influencing Government policy at didrict level. Changes at
nationa level, such as the new poalicy reducing in local taxes or cesses, have not been
implemented at didtrict level. TCCIA has made attempts to recruit farmers and
producer organizations into its membership. However, the number of farmer members
is not known, and the authors could not find any examples of didrict level TCCIA
chaptersinfluencing didtrict policy on behdf of farmers.

At nationd level, MVIWATA and other farmers representatives do have “a seet at the
table’, as part of ASAC and the Policy Forum. The influence of donors and NGOs can
be seen in the positive aspects of the new Agriculturd Sector Devel opment Strategy
and Acts, like the Cooperative Act.
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Although farmers distrust the old system, many people are interested in working
together, especialy to market their crops and mobilize saving and credit (SACCOs and
SACAS). Itisedimated that there at least 50 producer organizations in each digtrict, or
more than 6,200 nationwide. The mgority of these organizations lack strong
management and business skills, and amost none have access to afull range of

SErvices.

Forty-four programs that support or promote producer organizations were identified.
Of these, four are primarily providing business development services, ten are providing
financia services, 11 are providing extension or access to inputs, five are increasing the
ability of PO to advocate and lobby, nine are providing training to improve group
dynamics and cohesion and five are linking producers to markets. The total annua
budget of these programs was estimated at $76.5 million and the total number of
beneficiaries at 265,000. Some programs, like DAl PESA are working in severa of
these aress.

Twelve of these programswill close in the near future, as most bi-laterd donors shift
towards basket funding of the Poverty Reduction Strategy or Agricultural Sector
Development Strategy. This includes the Dutch, who have been important donors for
FAIDA and other PO activities. The remaining multi-latera programs may have
limited effectiveness, dueto ther Sze and implementation through Government
channels. Mogt of these programs were gpproved one or two years ago, but are just
beginning operations on the ground.

Most donor programs do not have a comprehensive approach. Instead, new
components have been added as new congraints were identified. Linkages with other
programs ae dso limited. Very few programs are offering an integrated package of
servicesto producer organizations. DAl PESA, Technoserve and Enterprise Works
come the closest to this gpproach, but key components are missing in each of the
programs.

Because Tanzania has many agro-climactic zones, it iswel suited to grow awide
variety of niche crops, from spicesto fruits. Organizations like EPOPA have been
successful in developing these niche markets by identifying buyersinterested in
investing in out-grower schemes. However, amissing ingredient is strong extension for
these technically difficult new crops.

Previous donor support has strengthened severd loca organizations, which could be
useful partners for USAID. Mot notably, FAIDA MaLi and MVIWATA are doing
innovative work in northern and centra Tanzania.

Very few programs are integrating HIVV/AIDS prevention with support to producer
organizations. Heifer Project Internationa is a notable exception.

Most POs have more mae member than female. However, MVIWATA and other
groups are making explicit efforts to include women. The main god for mae members
of POsisto increase their income. For women, improving household nutrition isalso
an important god.
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The study identified more than 47 agribus nesses who are working with producer
organizations in out-grower schemes. In these schemes the companies provide inputs,
and sometimes extension services, to groups of farmers. Often, these groups are
supported by donor initiatives, such as FAIDA, EPOPA and the USAID programs.
Most groups do receive some form of extension services from Digtrict Authorities.

The SACCOs movement is very promising in many ways, but it ssems to be expanding
faster than the provison of good training and technica assstance. Thisisdespitea
number of programs focused on training, standardizing accounting systems and
providing working capital. Although SACCOs currently have agood reputetion, if they
begin faling or mis-managing savings, progress could stdl.

These findings can be aso summarized with a SWOT andysis as follows:
Strengths

Many new POs are sdlf-initiated

Severd multi-latera donors are beginning programs to support POs

Structures exist for farmers to influence agriculturd policy a nationd levd.
Agribusinesses are looking for strong PO partners, especidly for production of
high-vaue crops

The SACCOs movement is vibrant and growing

Women's producer organizations see household nutrition as an important reason
for belonging to the PO.

Weaknesses

Most POs lack marketing and business kills

Many bi-lateral donors are moving to basket funding, reducing their direct
interventions with POs

Regidration system is confusing and cumbersome with the involvement of two
minigtries (Marketing and Cooperatives and Home Affairs)

Mgority of PO’sremain loose (unregistered) groups

Thereislittle coordination among programs, resulting in uneven and inadequate
provison of specidized sarvices

Despite the efforts of MVIWATA and TCCIA, most smdl-scae farmers have
little influence on palicy at didrict leve.

There are few programs supporting POs that integrate HIV/AIDS prevention
and mitigation

Opportunities

Farmers want to join POs, especidly to improve marketing and access inputs
Severd initiatives to strengthen POs (such as FAIDA and MVIWATA) can act
as models or partners

The new Cooperative Act shifts emphasis from state control to farmer control
and recognizes previous difficulties.
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Severd initiatives linking farmers to high-value markets (such as organic and

far trade) are showing postive results.

Under the Poverty Reduction Strategy, the Government is supporting
public/private partnerships to revitdize the agricultura sector.

The USAID Hedth program has resources and is interested in working on AIDS
prevention and mitigation in rurd aress.

Out-growers are beginning to look at AIDS as a business threet, and are
interested in protecting producers who are working with them.

Threats

Higher levels of Government wart to take a new agpproach (as shown in the
Cooperative Act), but changes are dower at digtrict level. Some staff continue
to exercise control rather than facilitation

Some programs are attempting to “do it dl”, rather than specidizing in agiven
area. For example, providing credit, rather than linking to more experienced
MFls.

Many groups do not have access to inputs or markets for high-vaue crops,
while the value of mogt traditiond exports has falen.

Donors, looking for quick results, are not providing the intensive, long term
training many POs need to thrive and grow.

The prevaence of AIDS among PO members may increase as rurd to urban
marketing linkages develop. This could result in aloss of human capitd,
reversang gains made by training programs.

10.2 Recommendations for program design

In designing a program to promote and support producer organizations, there are a
number of strategic issues which will need to be addressed. This section lays out some
of the issues and provides recommendations from the study team, based on experiences
in Tanzaniaand dsawherein Africa

Priority on identifying marketable commodities or building strong POs

One school of thought says that programs should identify markets, and then recruit
groups of farmers to produce those commodities, usudly in out-grower schemes. This
is the approach followed by Technoserve and FAIDA Mali. The advantages of this
approach are that it may result in quicker income gains and thet it may dlow farmers
access to markets that they would not be able to identify themselves and access to
inputs they could not afford.

Another school of thought says that it is most important to build strong producer
organizetions, which are cgpable of deciding for themsalves which crops to produce
and market. CLUSA, who are not active in Tanzania, would exemplify this gpproach.
They would argue that the first gpproach leaves the balance of power with the buyer,
rather than the farmer. Although it takes longer, and is more intengive, the god isto
create independent POs, with the resources and knowledge to access inputs and find
markets. This requires business skills, group cohesion and possibly even functiond
literacy training if group members can not understand contracts and business plans.
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Probably the best option isa combination of the two approaches. A grict commodity
approach can lead to groups with no cohesion, which fall apart if the market falsfor a
particular commodity. On the other hand, if the focusis solely on group organization,
POs may not generate profits, if they concentrate on traditional crops thet they are
familiar with. The balance between the two approaches should be based on the
potentid for linking with other partners.

How to involve women and lower income farmersin POs?

Generdly, groups that produce and sdl high-vaue commodities are dominated by men.
Typicdly, these men (and their families) are a the upper end of socio-economic scae
for rurd farmers. If women are members of the POs, they tend to be spouses of mae
members. Womenheaded households and other poorer members of the community
tend to be morerisk adverse, less likely to engage in activities like collective

marketing.

Programs need to make a gpecid attempt to include women. For example, MVIWATA
will only train groups who are gender balanced. Careful sdection of crops can dso
attract women. Mot of the beneficiaries of TechnoServe s pigeon pea program are
women, because this crop istraditiondly grown by women. A CLUSA program in
Zambia that focuses on groundnuts has had a similar experience. A program focused

on aloca commodity, like beans or maize, might not generate as much revenue asa
program focused on coffee. However, the beneficiaries might raise their incomes by a
greater percentage, if they were poorer to begin with.

How to achieve large numbers when extension is expensve?

All the successful programsin Tanzania, and e sewhere in Africa, take an intensive
approach. Technica assstance to POs needs to be consistent and continuous over
severd seasons. Typicdly, acrop is marketed only once ayear (horticulture and dairy
are notable exceptions). This means that an association has only one opportunity per
year to try different marketing approaches.

The authors of this assessment do not believe that there are any short cuts to working
closely with POs. Thisrequires an extenson force. All the current partners are running
into this problem, and are adding field staff to achieve better results. It may be
preferable to design a more intensive program that covers a small geographic area, or
fewer sub-sectors, and which, right from inception, takes a coordinated approach
covering al the services that POs require.

Therole of Government extension service
Tanzania has a massve Government extension force, both for cooperative development
and agricultura extenson. These staff may be underpaid and lack motivation, but

many are well trained and technicaly competent. EWW and EPOPA have had good
results by seconding and training selected Government steff to their programs for fruit
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tree and organic pinegpple production. Thismay be away to increase the leve of
interaction with POs, at a lower cost.

Advocacy at digtrict and nationd level

TechnoServe has shown how targeted lobbying can improve incomes for smdl-scale
farmers. After senior Government officials were presented with information on how
nuisance taxes were affecting coffee farmers, changeswere made. MVIWATA isaso
showing how farmers can have a“ segt at the table” in deliberations about agricultura
policy. The result has been an Agriculturd Sector Development Policy thet is
favorable to the private sector and POs.

TCCIA has greetly expanded its out reach at didtrict level, with the support of the
Netherlands and Sweden. Asafirgt step, it would be useful if TCCIA could determine
how many PO membersit has and what initiatives have been taken a didtrict levd to
support these members. The next step isfor TCCIA to prove its worth to POs, by
achieving palicy changesthat affect smdl-scale farmers. Theissue of digtrict
and other nuisance taxes could be an excdlent topic for them to address. By
publicizing successes in one didtrict, TCCIA could expand its membership, increasing
the resources available for lobbying.

Measuring impact a PO leved

If aproducer organization is atrue business, it should be analyzing its financid results
on an annua basis. This data can be used by the PO to measure its performance, and
by the NGO to monitor impact. However, most POs require at least one season of
intensive training to be able to produce an accurate profit/loss satement. Business
planning, accounting and andyticd skills are al required. Few, if any, of the POs
encountered during this study could do this own their own. FAIDA has developed
some smple record keeping, costing and budgeting modules, which could be useful as
amonitoring tool.

POs as media for other social sarvices— linksto AIDS

Agriculturd interventions can be used to both collect and disseminate criticd
information about AIDS. For example, in Zambia, 800,000 fertilizer sacks bearing
AIDS messages were distributed to 100,000 farmers participating in out-grower
schemes and 7,000 enumerators for a post-harvest survey were trained to protect
themselves and disseminate headlth messages to interviewees.
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Annex 1 — Deveopment programs promoting or supporting producer organizations

Programs providing business development skills

Int_er\{mtlon and Time Annual | mplementing L ocation Number of Evaluation | Achievements | Problems Characteristics
objective budget agency farmers
frame
DAI PESA 2002 to $29 USAID and Mbeya, Iringa, 22,000 No PO of orange Lack of field | Also working on
2004 million DAI Rukwa, members of farmersgained | staff for market linkages,
Using a sub-sector Ruvuma, producer higher prices training of providing price
approach to assist Subcontract Morogoro and | organizations through associations | information and
producer organizations with EDC for Tanga interact with market info businessalliances
and business alliances BDStraining program and training
FAIDA BDS On-going | $100,000 | Netherlands Arusha, Moshi, | Indirect No Successful Managing Linkagesto FAIDA
for BDS DGIS, IFAD and Lake Zone project to growth and MaLi for market
Business development company demand for linkages
servicesfor Lake Zone transition services
agribusinesses and PSD program
groups
Land O’ Lakes Scheduled | $200,000 | USAID Arusha and 1,500 No Installed milk | Linking Also providing
toendin Washington M oshi collection cooperatives | technical and group
Cooperative 2004 Office of centers, toreliable development
Development Program Private increased forma milk training.
Voluntary value and processors
Cooperation volume of
milk sold
Expanded Initiating Addressing avalue
Dairy Enterprise October $750,000 | EGAT Bureau | Arusha, Moshi, | 6,000 No linkagesinthe | complex chain approach to
Initiative 2003 Tanga, Dar subsector program dairy sector growth.
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through Coastal region emphasize interventions
September work on in
2005 marketing, compressed
processing timeframe.
technology,
consumer
promotion,
policy and
farm level
production
improvement
MEDA (Mennonite On-going | $150,000 | IFAD, CIDA, Dodoma, 15,000 Yes Developed Cost of Also providing
Enterprise Southern Southern members of database on service financial services
Development) Highlands Highlands, assisted MFIsand delivery in directly in some
Dairy Arusha, Moshi, | organizations training rural areas. areas
Training for rural Development Kilimanjaro modules Limited of
MFIs and monitoring Program capacity of
of SACCOs rural MFls
Private sector On-going | $413840 | Netherlands Mwanza Indirect Yes Largest BDS Also working on
Development support DGIS provider in market linkages
inthe Lake Zone Lake Zone
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Programs providing financial services

Iorllﬁg:\t/i?/:lon and ;I;;nr;i QS (;] ; ;I gggg;m“ N9 | L ocation ]',\l al: rr?fcfs of Evaluation | Achievements | Problems Characteristics
Small entrepreneurs 1999 to $219 African Singida, 7,043 clients No One hillion Eight billion | Concentrating on
Loan Facility (SELF) 2004 million Development Morogoro, of member Shillingshave | inloan funds | financial services

Bank, through | Mtwara, Coast, | MFlIs, been loaned to | have not been
Providing loans and theVice Mtwara, including 63% MFIs, with used because
technical assistanceto President’s Dodoma, Lindi, | women repayment rate | therearefew
SACCOs and other Office and Zanzibar of 98% rural MFIsin
rural MFls percent Tanzania
Business Sector 2003 to $5.8 DANIDA Assist SACCOs | Indirect Donein Concentrating on
Support Program 2008 million VETA, inlringa, 2003 financial services
(BSSPII) FEDHA, Mbeya and

$428,000 | CRDB Micro- | Songea
Support private sector for finance,
through support to SACCOs | Commercid
financial institutions program | Court and CTI
Rural Financia 2000 to $2.6 IFAD Nationwide Not yet No Selected Thereare
Services Programme 2009 million promising many more
SACCOsand | SACCOs

Strengthen grass roots Co-funding identified than they can
micro-finance from BDSproviders | work with
institutions through Switzerland
training policy reform and OPEC
and links to capital Fund
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Financial Sector On-going | $77,590 Netherlands Dar es Salaam Indirect No AKIBA is AKIBA is
Development program DGIS and Arusha technical functioning as considering a bid
assistance aprivate bank for National Micro-
Support to AKIBA to and expanding finance Bank to
increase access to its operations create awider
financial services network of
branches

Grameen Trust On-going Presidential Dar es Sdlaam, 10,000 clients

since 1996 Trust Fund Coast and
Micro-finance for Self Morogoro
institution doing Reliance
solidarity group and SED Trust
lending Fund
Small Enterprise On-going World Vision | Arusha, Moshi | 10,000 clients | Yes Generally, loansare
Development Agency | since 1995 and Mwanza provided to women
(SEDA) entrepreneurs who

use them for health

Solidarity loans to care
groupsof 8to 15
members
FINCA On-going FINCA LakeZone, Dar | 22,000 clients Loan portfolio

since 1998 es Salaam and has grown
MFI doing solidarity Morogoro 157% and
group lending 83%inlast

two years

PRIDE On-going | $572,000, | NORAD 51,000 clients, $20 millionin

since1993 | of which | PRIDE with 68% loans with
Solidarity loansto $66,000 Rural women 98%
groups of five people is Enterprise repayment
and training in covered Development
business management through Institute
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Programs providing extension or technical services

I ntervention and Time Annual Implementing . Number of . . Characteristics
objective frame budget agency L ocation farmers Evaluation | Achievements | Problems and contacts
Enterprise Works 2001 to $700,000 | USAID and Mbeya and 2,400 farmers No Marketed fruit | Groupslack Also linking to

2004 EWW Iringa purchase fruit in Dar es business markets
Providing extension Includes trees Salaam skills training
and access to new oilseed and access to
technology for fruit and 400 farmers market info
tree growers irrigation who are in Dar

programs collectively
marketing
Heifer Project 2004 $190,000 | Heifer Project | Nationwide No Improving Lack of
International International nutrition and assistancein
income for milk

Goat loansfor AIDS Rapid Funding affected processing or
affected families Envelope families marketing
ACDI VOCA 2001 to $790,000 | USAID and Tanga No Developed Companies Also linking to

2004 ACDI effective have markets
Providing extension business geographic
services to seaweed model concessions
farmers
Rural Integrated 1999 to $2.2 FINNIDA Mtaraand Lindi Yes Completed Difficulty in Training and
Project Support 2005 million morethan 120 | implementing | capacity building
Program (RIPS) trainings for program services

income through

Promotion of small generation Government

enterprises,
participatory approach




Participatory Irrigation
Development
Programme

Increase water
availability, raise
productivity through
extension, improve
capacity to operate
irrigation schemes and
rural access roads

1999 to
2006

$36
million

IFAD and
FAO

Funding from
Irish Aid and
WFP

Nzega Community
Development

Agricultural activities
to improve production
and incomes

On-going

CIDA

NgezaDistrict

Improve management
of common pool
resources (CPR) in
rainwater harvesting

Improve livelihoods
groups through
management of CPR

2002 to
2005

$118,850

DFID

SUA

50 districts,
nationwide

Providing
training to 270
trainers.

28,000
householdsin
are collecting
rainwater

Yes

All trainees
were
sponsored by
NGOs,
Government
or private
sector

Commodity chain
approach to
agricultural
development

Seed production and
salefor legumes

On-going

Catholic
Relief
Services

Lake Zone

Also working on
marketing of
legumes.

Haslinksto AIDS
education program




Seed Sector Support 1997 to $1.9 DANIDA, Morogoro, Working Yes Production of | Reluctant to
Program 2003 million through Dodoma and through 3 Quality promote seed
Agricultural Iringa contact Declared Seed | marketing,
Revitalization of GoT Sector Support farmersin in 74 villages dueto
seed farms. Training Program each of 74 affordability
famersin seed villages
production techniques.
Kagera Development On-going | $1.6 Belgian KageraRegion | 54 farmers Yes 270,000 New diseases | Also working to
Program since 1994 | million Development groups doing cuttings and limited link farmers to
Cooperation banana distributed labor dueto | markets
Banana improvement multiplication directly and migration
through tissue culture Belgian 805,000 and AIDS
and cash crop Technical indirectly
production Cooperation
Horticultural On-going | $150,000 | German Mwanga Sx Promoting Also working to
Production and since 1999 Development District demonstration IPM and land link farmersto
Marketing Service plots terracing markets

Provide technical
assistance on fruit and
vegetable marketing
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Programsprovidi ng linking or training in advocacy and policy formulation

I ntervention and Time Annual Implementing . Number of . . Characteristics
objective frame budget agency L ocation farmers Evaluation | Achievements | Problems and contacts
MVIWATA 2000 to $1 French Morogoro, 5,000 Linking Lacksfield Also supervising
2005 million Development Iringa, Tanga, individual farmersfrom staff totrain | construction of
Linking farmers Agency, Kilimanjaro, members, Six regions groups and markets and roads
groups Agriterra, EU Dodoma and 50,000 in access and support to
Mbeya groups markets SACCOs
DBSPSS Jendeleze On-going | $254500 | Netherlands Nationwide 8,000
Support to TCCIA at DGIS members
District level
Opening district-level 1996- $762000 | SIDA Nationwide 8,000 Offices
chambers of commerce | 2004 members openinall
TCCIA 20 regions
To expand the TCCIA and 60
network districts
Participatory On-going Pelum Regional 130 member Produce
Ecological Land Use organizations “Ground Up”
Management onaregional magazine,
basis read by policy
Develop educational makers
materials, lobby
Government
Reinforcement of 2002 to $79220 | DFID, Swiss Regional No Held planning
pastoral civil society in | 2006 program workshop on
East Africa PINGO, covering issues facing
LEAT, Tanzania, pastoralists
Build capacity of KINAPA Uganda and
pastoral civil society Kenya




Programs providing training in group formation and dynamics

I ntervention and

Time

Annual

Implementing

Number of

Characteristics

objective frame budget agency L ocation farmers Evaluation | Achievements | Problems and contacts
Participatory 2003 to $14 World Bank Nationwide No data yet No
Agricultura 2008 million
Development and
Empowerment Project
Provides matching
grants and capacity
building to farmers
groups.
Agricultural Marketing | 2001 to $6 IFAD Tanga, Moshi, No datayet No
Systems Development | 2008 million Kilimanjaro,
Programme Co-funding Morogoro,
from Ireland Iringa, Mbeya
Strengthen producer Aid and the
organizations, assist African
Government to Development
rationalize policy, Fund
taxation and regulation
regarding marketing
Cooperative college On-going Cooperative Based in Moshi, | Indirect
college, provides
Provides management Directorateof | training
and group organization Fied nationwide

training to coops and
CBOs

Education




Conservation 1998 to $3.6 GTZ Selous 50 villages Yes Reduction in Capacity building

Programs 2006 million Saandani participating poaching and for natural resource
TANAPA Katavi Rukwa revenue for management

Community-based Kigoma community committees and

wildlife management associations

Support to the small- Endsin $1.55 Netherlands Tanga Created milk Reaching Providing extension

holder diary sector to 2004 million DGIS supply system | sustainability | services

become sustainable for Tanga of extension

private sector Fresh Dairy services

MEMCOOP 1995 — $432,869 | NORAD Nationwide Yes, 2003 Need

2003 effective

Retraining members of Cooperative second tier

primary societies and College organizations

cooperative unions

INADES Formation On-going INADES Dodoma, Yes Developed Also providing

Tanzania since 1989 Formation Mbeya, methodol ogy extension and
International Morogoro and for training on

Organizing and (based in Singida organizational financial services

training farmers Ivory Coast) dynamics

Community based 2001 to $34,000 Lutheran KilosaDistrict 3,500

livestock Initiatives 2004 World Relief pastoralists

Programme (CLIP) PINGO

Support development

of CBOs

Local development 2000 to $82,900 DFID Masasi District

organization support 2005
Concern

To enhance the Worldwide

effectiveness of local

organizations
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Programs providing accessto markets

I ntervention and

Time

Annual

Implementing

Number of

abjective frame budget agency Location farmers Evaluation | Achievements | Problems Characteristics
Technoserve 2002 to $750,000 | USAID and Arusha and 2,650 No Assisted firms Working through

2004 Technoserve Mbeya to export out-growers, who
Programsrelated to pigeon pea are organizing
pigeon peaand coffee and coffee farmers
FAIDA MaLi On-going | $300,000 | Netherlands Nationwide, 1,200 farmers No Farmers

DGIS. IFAD with emphasis per year. A linked to high
Improve market and private on Arusha, total of 7,000 value crops
linkages and business sector clients Moshi and farmers have
development services Tanga been linked to
markets

SUATU 2001 to USAID and Taboraregion About 800 No Linking honey | Lack of Providing NRM

2004 Tuskegee farmersin 40 producers to reliablelocal | training
Market linkages University groups have export buyers | honey buyers

been trained
Empowerment of 2002 to $251,750 | DFID Regional Yes
producers participation | 2003 program for
in the governance of Fairtrade Tanzania,
Fair Trade labeling Foundation Ugandaand
Ethiopia

EPOPA 2002- $700,000 | Agro Eco Coast, Iringa, 6,000 Not yet. Organic Weak POsto | Providing extension

2005 (Dutch) and Zanzibar Planned for | honey, work with inorganic
Adding value to Grolink March cashew, production
Tanzanid s exports (Sweden) Regional 2004 safflower

program exported
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Annex 2 -- Companies operating out-grower schemes

Companies providing inputsto
farmers

Activitiesand products

Typeof out-grower scheme
and estimated number of
farmers

Brooke Bond Tea

Mufindi

Grower and packer of tea

1,000 smadll-scal e out-growers
and 5 mediumscale.
Providing TA and teaplants

Dimon Morogoro Tobacco
Processors

Kingolwira, Morogoro, 023
3730

Buyer and processor of tobacco

Provided $2.5 million of
inputsto 17,000 farmers

Illovo Sugar

Kidatu. 023 262 6011

Estate grower and buyer of sugar cane
from outgrowers Manufacturer of sugar

Kilombera sugar

6,000 smal-scal e out-growers
provided with planting
material, pesticide, land
preparation and fertilizer in
some cases

TanzaniaBreweries Ltd,
TanzaniaMalting Company,
TanzaniaDidtilleriesLtd.,
Darbrew Ltd. (Owned by South
African Breweries)

Dar es Salaam, Arusha and
Mwanza, 022 2182779

Brewer and distiller

Safari, Kilimanjaro, Ndovu and Castle
beer
Konyagi liquor and Darbrew sorghum
beer

Purchases hops from small-
scale farmers. Designing new
out-grower program for
barley. Working with three
associationsin Arusha

Tanzania Sugar Industries Co.
Ltd.
(Owned by firm from Mauritius)

Mtibwa and Kagera Estates,
Morogoro, 023 262001

Grower, buyer and manufacturer of sugar

3,500 small-scal e out-growers
provided with planting
material and pesticide

Tanzania Tea Packers (Tapeta)
(51% owned by CDC)

Grower, buyer and packer of tea

ChaBoraand Kibenafair-trade tea

14,000 outgrowers on 3,500
hectares

Alliance Ginneries

Cotton ginner

Providing planting seed

Mwanza, 254 491790 (Nairobi)

Dabaga Vegetable and Fruit Manufacturer of sauces and jams. Working with 50 farmers

Canning Company Canned organic pineapple. producing organic pineapple
with support from EPOPA.

Iringa, 022 2121960 Dabaga food products Otherwise most of other crops
depends on agents

Dodoma Transport (DTA) Ltd.

Exporter of pigeon pea, buyer and
transporter of maize

Works with Technoserve

Babati
Evesa(T) Exporter of paprika oleoresin Working with 500 farmers
Arusha A Spanish company

GMM Company Ltd.

Mwanza, Dar, 028 2502344, 022
218285

Cotton ginner

Providing planting seed
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Kilimanjaro Native Co-operative
Union (KNCU)

Moshi, 027 2752785

Exporters of mild Arabica coffee. Fair
trade links to Equal Exchange and
organic markets

135,000 small-scale growers
in 93 primary societies.

1,700 registered organic
farmers. EPOPA provides TA
and field organization

Kagera Cooperative Union
(KCv)

Exporters of Robusta coffee to Fair trade
and Organic markets

90,000 members. 3500
farmersregistered for organic
production.

Lima Company Tukuyu Mbeya

Exporters of Arabica Coffee

23,000 farmers out of which
6700 are registered under
organic production

M binga Coffee Curing Company

Mbinga, 025 2640132

Processor and exporter of coffee and
other products

BiolandsKyela

Organic Cocoa Exporters

16,000 organic registered
farmers, providing TA.

TAZOP 0741 232602

Herbs & Spicesin Tanga, Morogoro &
Zanzibar

Provides TA to outgrowers

Mufindi Tea Company

Mufindi

Buys from out-growers,
provides tea plants

Nyanza Cooperative Union

Mwanza, 028 24615

Growers and ginners of cotton

Providing planting seed and
TA

Pop Vriend (T) Ltd. (Coster
Huls)

Arusha, 027 2544114

Exporter of vegetable, bean and flower
seeds

A Dutch owned seed company

Working with 2,000 farmers.
Providing TA and planting
seed

Premier Cashew Industries

Dar es Salaam, 2844510

Buyer, processor and exporter of
cashews, with support from EPOPA

229 organic farmers
Providing sulfur on credit.
Have dug bore holes

Senter International (T)

Arusha

Out-grower scheme, manufacture and
export of organic safflower oil

4,000 hectares of safflower
contracted in 2002. Providing
TA, Harvesting & Transport
services

Songea Tobacco Processing
Factory

Tobacco processor

Linksto several Primary
societies, who in turn recruit
members. Company provides

Songea, 025 2600984 inputs on credit.

Tanga Fresh Ltd. Buyer of milk and manufacturer of dairy 1,500 farmers provided with
products milk chilling facilities by

Tanga, 027 2644238 Dutch program

Tommy Dairy Farm Products

Morogoro Road, Dar es Salaam,
022 2420355

Producer of milk and yogurt

Milk collection pointsin Dar
es Salaam, Coast and
Morogoro Regions

Abood Seed Oil Industries

Morogoro, 23 2604455

Sunflower ail

The Company has agentsin
the sunflower growing areas
of Singida and Morogoro. No
prior contract is signed and
there is often stiff competition.

Arusha Dairy Company

Dairy product producer

No prior contracts. Buysfrom
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amobile milk collection

Themi Road, Arusha, 027 centre around Arusha.

2504260

ArushaDuluti Coffee, fruits and vegetables Working with 200 farmers

Arusha, 027 2504064

ASASDary Producer of milk, cheese, butter and ghee | Buying from 200 farmers
around Iringa. Provide vet

Iringa, 026 2725200 services

Banana | nvestments

Olorien, Village, Arusha, 027
2506475

Brewers of bananawine

Buying from 200 farmers.
Providing transport of crop to
Arusha

Biore Tanzania

Producer of organic cotton fiber

Providing seed and organic
pest control to 1,000 farmers

CMG Investments

Cotton ginning

Providing planting seed

Mwanza, 028 2503122

Daimon Golden Apis Exporter of organic honey Providing hives to about 500
bee keepers

Tabora

Euro Impex Exporter of cashews Providing pesticide through

Dar es Sdaam, 0812 781653

local buyers

International Dairy Products

Arusha, 027 2544267

Buyer and producer of dairy products

Serengeti brand of milk, yogurt and
cheese

Has established a number of
milk collection pointsin
Arusha.

Kimango Farm Enterprises

Morogoro

Exporter of organic herbs and spices,
dried fruits, lemon grass and chilies

Just started with 15
Outgrowers with EPOPA.
Providing, TA, Seed materia

Morogoro Breweries

Nkomo Street, Morogoro, 023
2603893

Brewers of fruit and honey beers

Musoma Dairy

Baruti Industrial Area, Dar,
2620118

Buyer and producer of dairy products

Farmer’ s fresh brands of milk, butter and
cheese

Have set up milk collection
points open to any farmer.

Kakute Ltd Producer of agricultural equipment and Working with 280 women
soap from Jatropha oil organized into 18 groups

Arusha

Lintex (T) Ltd. Cotton ginner Planting seed

Mwanza, 068 502564

Milcafe Coffee processors

Moshi, 027 2752240

Natural Uwemba System for
Health

Iringa and Switzerland,
WWW.Nhusag.com

Grower and producer of anti-mdarid
drugs made from Artemisia ana

New Northern Creameries

Arusha,. 027 7457

Producer of milk and other dairy products

OptimalLtd

Buyer and exporter of Moringa products

Provides planting seed and TA
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Vikawe, Regent Estates, Dar,
2700690

to about 10,000 out-growers

Tanzania Spices Ltd

Iringa

Buyer and exporter of paprika

822 outgrowers and 20 large
farmers

Zanz-Germ

Zanzibar, Tanga, Mbeya and
Kigoma

Exporter of organic chilies, cardamom,
cinnamon, pepper, ginger, turmeric,
lemon grass and lemon and orange peels

1300 outgrowers providing
TA and field organization
support.
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Annex 3-- VAT exempt agricultura products

Agricultural inputs
The supply of fertilizers, pesticides, insecticides, fungicides, rodenticides,
herbicides, ant sprouting products, and plant growth regulators and similar products

which are necessary for use in agricultural purposes.

Veterinary medicines, drugs and equipment which have been approved by the
Minister responsible for Health upon recommendation of the Pharmacy Board.

Agricultural Implements:
Tractors for agricultural use, planters, harrows, combine harvesters, fertilizer
distributors, liquid or powder sprayers for agriculture, spades, shovels, mattocks,
picks, hoes, forks and rakes, axes and other tools of a kind used in agriculture,
horticulture or forestry

Unprocessed Agricultural Products
Edible vegetables, fruits, nuts, bulbs and tubers, maize, wheat and other ceredls,

meal flour, tobacco, cashew nuts, coffee, tea, pyrethrum, cotton, sisal, sugarcane,
seeds and plants thereof”.

Livestock

Lie cattle, swine, sheep, goats, game, poultry and other animals of a kind generaly
used for human consumption.

Animal products
Unprocessed edible meat and offal of cattle, swine, sheep, goats, game and poultry
(including eggs), except-pate, fatty livers of geese or ducks and any other product
prescribed by the Minister by regulation. Veterinary services by a registered
veterinary practitioner.

Unprocessed dairy products-

Cow or goat milk.
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Annex 4 — Other NGOsinvolved in agricultural and rurd development
Founding members of SAPPNET

Action Aid Tanzania (Dar es Sdaam)

Care Internationd (Dar es Sdlaam)

Concern Tanzania (Dar es Sdaam)

VECO (Dar es Sdaam)

Smadll Dairy Support Programme (Dar es Sdlaam)
Ushiriko Kibondo (Kigoma)

Chama cha Ushirka Wakulima (Kibondo)

Kibondo Development and Rdlief Agency (Kibondo)
Likokona Environment and Farming Enterprises (Masas)
Tumiche (Masas)

Masas Economic Relief Services (MasasO

SAIPRO (Kilimanjaro)

MIFIRPRO (Kilimanjaro)

Pelum (Dodoma) Incorporates 24 members from dl regions
Catholic Rdlief Services (Mwanza)

MVIWATA (Morogoro)
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